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EXECUTIVE SUMMARY

RUCO has reviewed the rebuttal testimony of EPCOR Water Arizona Inc. (" EPCOR" or
'the Company"). Based on its review RUCO proposes 1) no changes to the recommended
revenue requirement from that presented in its direct testimony of August 24, 2021 for the
EPCOR San Tan Water District and 2) a downward adjustment in the recommended
revenue requirement for the San Tan wastewater District. For the Wastewater District
RUCO now recommends that its previous rate increase of $245,973, or 1.3%, be lowered
to $5,659, or 0.03%.

Mr. Radigan addresses five separate points regarding the Company's rebuttal testimony.
The first is the proper expense level for expenses at the Club at OASIS. EPCOR argues
that its forecast expense level is reasonable as it now owns the Golf Club and must
maintain it in order to get rid of the effluent from its wastewater treatment plant. The
Company has acknowledged, however, that this property is valuable as a real estate asset
and they may just be maintaining the course for that purpose. Also, some of the fees are
just one-time charges and are not expected to recur on a regular basis. As such, RUCO
recommends that the utility only be allowed half of the projected expense and rates be set
with an expense level of $42,000 per year.

The Company rejects any adjustment to the Sludge disposal expense because its main
vendor is a long-time vendor, with reasonable fees and for whose services the terms of
which were negotiated at an arms-length transaction. A review of invoices from other
vendors indicated however that the current fees paid to the long-term vendor are
substantially higher than the tipping fee at the local landfill that accepts waste. RUCO
proposes to allow only 80% of the forecast expense. This will set a more reasonable fee
level and still allow the utility to reap savings when a new vendor can be obtained to
dispose of the sludge at a lower fee level. This recommendation results in a downward
adjustment to expenses in the amount of $191 ,241 .

The Company rejects the RUCO argument that the use of the 2017 expense level more
properly reflects legal fees going forward than the Company's use of a three-year average
of expenses (2017-2019). The nexus of the Company's argument is that the three-year
average is forward looking and is reflective of the legal expense EPCOR expects to be
incurred under current operations. RUCO is not persuaded by this argument because
RUCO showed in its direct testimony that the 2018 and 2019 legal fees level were
unusually high due to the many operational and maintenance problems that the previous
owner had with both the Commission and the environmental oversight entity the Arizona
Department of Environmental Quality ("ADEQ"). With the sale of Johnson Utilities to
EPCOR most of these issues were settled and/or closed and the associated legal
costs should not re-occur as the problems are now moot. The 2017 level of legal expense
is more reasonable on a going forward basis.
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EPCOR disagrees with RUCO's recommendation to remove in total $1.5 million of
Management fees and with RUCO's recommendation to remove approximately $1.4
million of direct and indirect labor costs included in Management fees. EPCOR disagrees
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with these adjustments because it claims RUCO has failed to recognize that these costs
will be replaced by corporate allocations from EPCOR USA and EPCOR Water Arizona
which are estimated to be $4 million, $1.1 million higher than the costs RUCO seeks to
disallow. RUCO disagrees with EPCOR's rebuttal because the EPCOR USA
management fees are an issue in Docket WS-01303A-20-0177 in which the Company
sponsored testimony for the full recovery of the test year fees for all EPCORUSA Arizona
utilities and giving the utility money here would result in a double recovery.

EPCOR rejects RUCO's use of a traditional return on FVRB and renews its request to use
a 6.11% operating margin approach to set rates. RUCO adequately covered the pros and
cons of operating margin versus rate of return regulation for this Company in direct
testimony but would add that it is unaware of a circumstance in which the rates for a Class
"A" water utility were set based upon operating margin. The ACC has utilized operating
margin only when setting rates for smaller, "mom and pop" Class "D" and "E" water
utilities. In those instances, the authorized operating margin would typically exceed the
return based on a FVRB determination in order to give recognition to the subject utility
serving fewer customers, its rate base being small, and as a consequence its revenue
stream being constrained. Said another way, small water companies need the cash to
operate and bigger ones like EPCOR don't need it. Here, it is important to keep in mind
that not only is EPCOR the largest regulated water utility in the state of Arizona, but plans
to make capital improvements to EPCOR San Tan in excess of $100 million over the next
several years.

Also, as to the Company's argument that RUCO's position leaves it with "inadequate"
cash flow, EPCOR's position in this case is at odds with the findings of the Commission
when it allowed EPCOR to acquire the Johnson Utilities systems. In Decision No. 77854
the Commission authorized EPCOR to recover a $45 million deferred debit, with a
financing cost set at 6%, to be recovered through a surcharge to be collected over a 15-
year period, beginning after the conclusion of the first-rate case filed by it after acquiring
Johnson. This authorization will result in an annual cash flow to the utility of $4.6 million
per year which is approximately twice the level of cash being required under the operating
margin approach. To get that money the Company simply needs to file a compliance filing
with the Commission on the day this case is concluded.
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I. INTRODUCTION

Q. Please state your name, position, and business address.

A. My name is Frank W. Radigan. I am a principal in the Hudson River Energy Group,

a consulting firm providing services in electric, gas, steam, water and wastewater

utility industry matters, and specializing in the fields of rates, planning, depreciation,

and utility economics. My office address is 235 Lark Street, Albany, New York

12210.

Q. Did you previously file testimony in this matter?

A. Yes, I provided Direct Testimony in this case on August 24, 2021 regarding revenue

requirement issues and on August 31, 2021 on rate design matters.

Please summarize your education and business experience.Q.

A. I received a Bachelor of Science degree in Chemical Engineering from Clarkson

College of Technology in Potsdam, New York (now known as "Clarkson University")

in 1981. I received a Certificate in Regulatory Economics from the State University

of New York at Albany in 1990.

Q. What is the purpose of your surrebuttal testimony?

A. This testimony addresses several issues. I will address the testimony of Company

witness Ray Jones regarding his rebuttal testimony on the RUCO adjustments for

the Club at Oasis and Sludge Disposal fees. I will also address Company witness

Tom Bourassa's rebuttal testimony to the RUCO adjustments for Legal Fees and

Management Fees and the use of an operating margin.
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II.

Q.

SUMMARY

Please summarize your sur rebuttal testimony.

A. I reject the Company's rebuttal arguments to the following RUCO adjustments:

a) Club at OASIS Maintenance fees - EPCOR argues that its forecast expense

level is reasonable as it now owns the Golf Club and must maintain it in order

to get rid of the effluent from its wastewater treatment plant. The Company

has acknowledged, however, that this property is valuable as a real estate

asset and they may just be maintaining the course for that purpose. Also,

some of the fees are just one-time charges and are not expected to recur on

a regular basis. As such, RUCO recommends that the utility only be allowed

half of the projected expense and rates be set with an expense level of

$42,000 per year.

Sludge Disposal Fees - The Company rejects any adjustment to the Sludgeb)

disposal expense by the main vendor is a long-time vendor, with reasonable

higher than the tipping fee at the local landfill that accepts waste.
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fees and for whose services the terms of which were negotiated at an arms-

length transaction. A review of invoices from other vendors indicated

however that the current fees paid to the long-term vendor are substantially

On

average the Company was charged $95 per ton for sludge removed in 2020.

The utility can cost by getting a new vendor or hire directly to make the waste

hauling trips which averages about 3 per day. The burden of proof is on the

utility to show that the vendor's fee is reasonable compared to other

alternatives. RUCO proposes to allow only 80% of the forecast expense.

This will set a more reasonable fee level and still allow the utility to reap
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savings when a new vendor can be obtained to dispose of the sludge at a

lower fee level. This recommendation results in a downward adjustment to

expenses in the amount of $191 ,241 .

C) Legal Fees - The Company rejects the RUCO argument that the use of the

2017 expense level more properly reflects legal fees going forward than the

Company's use of a three-year average of expenses (2017-2019). The

nexus of the Company's argument is that the three-year average is forward

looking and is reflective of the legal expense EPCOR expects to be incurred

under current operations. RUCO is not persuaded by this argument because

RUCO showed in its direct testimony that the 2018 and 2019 legal fees level

were unusually high due to the many operational and maintenance problems

that the previous owner had with both the Commission and the

environmental oversight entity the Arizona Department of Environmental

Quality ("ADEQ"). With the sale of Johnson Utilities to EPCOR most of

these issues were settled and/or closed and the associated legal costs

should not re-occur as the problems are now moot. The 2017 level of legal

expense is more reasonable on a going forward basis.

d)

EPCOR disagrees with these
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Management Fees - EPCOR disagrees with RUCO's recommendation to

remove in total $1.5 million of Management fees and with RUCO's

recommendation to remove approximately $1 .4 million of direct and indirect

labor costs included in Management fees.

adjustments because it claims RUCO has failed to recognize that these

costs will be replaced by corporate allocations from EPCOR USA and
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EPCOR Water Arizona which are estimated to be $4 million, $1.1 million

higher than the costs RUCO seeks to disallow.

RUCO disagrees with EPCOR's rebuttal because the EPCOR USA

management fees are an issue in Docket No. WS-01303A-20-0177 in which

the Company sponsored testimony for the full recovery of the test year fees

for all EPCORUSA Arizona utilities in the amount of $2,474,593. EPCOR

also requested a pro-forma adjustment to this expense item in the amount

of $69,199.

EPCOR reports EPCOR Arizona - San Tan will be about 20% of EPCOR's

Arizona business when it gets fully integrated into EPCOR's Arizona

business. Going forward therefore, EPCOR San Tan will be responsible for

$508,758 of the pro-forma expense. This is far less than the $4 million

claimed by Mr. Bourassa and RUCO sees no reason to adjust its revenue

requirement.
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EPCOR rejects RUCO's use of a traditional return on FVRB and renews its'

request to use a 6.11% operating margin approach to set rates. RUCO

adequately covered the pros and cons of operating margin versus rate of

return regulation for this Company in my direct testimony but would add that

it is unaware of a circumstance in which the rates for a Class "A" water utility

were set based upon operating margin. The ACC has utilized operating

margin only when setting rates for smaller, "mom and pop" Class "D" and "E"

water utilities. Also asto the Company's argument that RUCO's position

leaves it with "inadequate" cash flow, EPCOR's position in this case is at

-4_



Surrebuttal Testimony of Frank W. Radigan
EPCOR Water Arizona, Inc. - San Tan Water and Wastewater Districts
Docket Nos. WS02987A-20-0025 et al.

odds with the findings of the Commission when it allowed EPCOR to acquire

the Johnson Utilities systems. In Decision No. 77854 the Commission

authorized EPCOR to recover a $45 million deferred debit, with a financing

cost set at 6%, to be recovered through a surcharge to be collected over a

15-year period, beginning after the conclusion of the first rate case filed by it

after acquiring Johnson. This authorization will result in an annual cash flow

to the utility of $4.6 million per year which is approximately twice the level of

cash being required under the operating margin approach. To get that

money the Company simply needs to file a compliance filing with the

Commission on the day this case is concluded. In addition, EPCOR has

indicated that the combined capital program for both the Water District and

Wastewater District is at $117 million. (Jones Direct at 8). Much of that

money has already been spent in 2020 and 2021 according to the

Company's capital plans. This too indicates the hollowness of the

Company's complaint. RUCO is unconvinced that it should change its

position.

III.

Q.

CLUB AT OASIS

Could you please discuss the issue of the proper expense level for club at

oasis?

A. Yes, the Club at Oasis was a nine (9) hole par 3 golf course located in Florence,

Arizona. At the time I filed my direct testimony in the case EPCOR reported that in

the test-year, Johnson Utilities L.L.C. made payments to Club at Oasis LLC in the
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amount of $85,755.27 (Exhibit FWR-6 - Response to Staff 6.8). These payments

were charged to expenses and are included in the amended filing (Id). EPCOR

reviewed the expenses and determined that $72,000 in costs for effluent monthly
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charges were eliminated upon the acquisition of assets by EPCOR (Id). Costs in

the amount of $13,755.27 are to reimburse Club at Oasis LLC for fuel costs (ld).

These fuel costs are utility costs that continue with a different vendor under EPCOR

ownership (ld).

In rebuttal testimony Company Witness Ray Jones reports that the golf course is

now owned by EPCOR and is closed and the course is now used exclusively as an

effluent disposal facility for effluent from the Section 11 Wastewater treatment Plant

(See Jones rebuttal at 3). Mr. Jones further states that while it now owns the Club

at Oasis and effluent charges have ceased. EPCOR incurs the cost of owning and

maintaining the facility so that it can continue to take the effluent (See Jones at 5).

Mr. Jones further states that the Company estimates that the ongoing costs will be

$80,000 to $85,000 per year and provided evidence showing that current expenses

equal approximately $98,810 per year (ld and Exhibit RLJ-RB1 ).

Q. Have you rev iewed the ev idence prov ided by the company in i ts updated

presentation?

A. Yes, the Company's $84,000 expense projection is based on four main

maintenance items: 1) a lawn maintenance fee of $8,000 per month for six months

of service by "MZ yard Doctors" for an annual expense of $48,000, 2) a pest control

fee of $2,400 per month provided by 'Affordable pest Control" for mosquito control

for an annual expense of $24,000, 3) a $6,000 per year charge for "No Trespassing"

signs paid to "Degan Construction" and 4) a $ 6,000 per year fee for what appears

to be other pest control services paid to a firm named "Versa sis". I have included

the invoices from these firms as Exhibit FWR-18.
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A review of the invoices shows that some of these charges are for one-time services

and some for ongoing work. The fees paid to Degan Construction are a one-time

charge for No Trespassing signs to reflect the new ownership. The fees for pest

control have not been shown to be a one-time charge or an ongoing charge. The

burden of proof is on the utility to show that this charge is a reasonable level and

why it needs to be incurred in order for the land to take effluent. They appear to be

a one-time charge and should not be included as an ongoing expense.

The fees for pest control have not been shown to be required in order for the former

Golf Course to take the effluent. They may be incurred to keep the land attractive

from a real estate point of view or one-time fees to keep up with overdue

maintenance. The burden of proof is on the utility to show that this charge is a

reasonable level and why it needs to be incurred in order for the land to take

effluent.

The charge for maintaining the golf course is also a known quantity because it is

known that EPCOR intends to sell the land at some point to fund future capital

projects (Decision No. 77864 at 68-69). Thus, EPCOR may be maintaining the golf

course in order to keep it attractive as a real estate asset.

For all of the reasons noted above I do not believe that the Company has made a

compelling case to justify the whole $84,000 expense level. That said, if the land

is sold in the future it will reduce the capital needs of the utility and ratepayers will
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benefit in the future from a lower rate base. As such, RUCO recommends that the

utility only be allowed half of the projected expense and rates be set with an

expense level of $42,000 per year.
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IV.

Q.

SLUDGE DISPOSAL EXPENSE

Could you please discuss the issue of sludge disposal?

A. Yes. Reflected in the Company wastewater schedules is a request for funding of

an expense paid for sludge removal expense from the Anthem, San and Pecan

wastewater treatment plants. The test year expense was $956,703 (See Schedule

C-1, pg. 2 of 2, line 10). The majority of this money is paid to an affiliate of Johnson

Utilities, $922,682 (See Exhibit FWR-10). At the time I filed my direct testimony

there was still outstanding discovery on this issue and in that testimony, I stated

that RUCO presented no adjustment to this expense at that time but I would

address the issue again in the sur-rebuttal portion of the case.

Q. Did the Company address the issue in its rebuttal testimony?

A. Yes. Company Witness Jones addressed the issue (Jones Rebuttal at 5-6). Mr.

Jones states that the Company has provided substantial documentation to support

its proposed expense and specifically point to the information provided in response

to RUCO discovery question 3.1 (Id). Mr. Jones further explains that the expense

data provided in that response justifies an annual sludge disposal expense in the

range of $984,00 to $1,110,000 which are all greater than the test-year value of

$956,703 being requested in rates (Id).

Q. Have you reviewed the data presented by the company and the invoices that

support the information provided?

A. Yes, I have.
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Q. Do th ey su pport  th e Compan y's  pos i t i on ?

A. No The Company provided a spreadsheet of expenses paid to invoices for the 22-

month period from September 2019 to June 2021 that total $1,890,543. Of that

amount $1,558,469 was paid to Roadrunner Transit, and the remaining $332,074

was paid to six other vendors. A review of the invoices of these other vendors and

the services they provide show that most of  these charges are not for s ludge

disposal but rather for video inspection of sewer lines, vacuuming clogs from sewer

lines, disposal of liquid waste, and for providing a small commercial dumpster at

various sites for everyday commercial trash. The only true charges for sludge

disposal are the invoices from Roadrunner Transit. The Roadrunner Transit charge

averages about $71 ,000 per month in the September 2019 - June 2021 period. I

have also examined the Roadrunner Transit invoices for services for each month

of 2020 and they average $74,166 for an annualized expense of approximately

$890,000.

Q. Co u l d  yo u  s p eak  t o  t h e s p ec i f i c  c o mp o n en t s  o f  t h e r o ad r u n n er  t r an s i t

invoices?

A. Yes, there are two components to the Roadrunner Transit invoice, a fee to dump

the waste at the landfill and a hauling expense for the driver and truck. For 2020,

the expense for the main sludge hauling averaged $36 per ton to dispose of the

waste and approximately $59 to haul the waste for a total average expense of $95.

This average fee does not vary on a month to month basis.
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The $36 per ton disposal price is high compared to the tipping fee EPCOR paid to

Right Away disposal for its waste delivered to the Apache Junction Waste and

Recycling Facility. Based on invoices provided by the Company the Apache
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Junction facility charged, on average, $21.66 per ton or 40% less than the

Roadrunner Transit.

The $59 dollar per ton hauling fee appears high as well, given that skilled drivers at

the San Tan Water and Wastewater Districts earn in the range of $26-$37 per hour

which includes all benefits.

In 2020 the Company disposed of 9,018 tons of sludge and averaged less than four

trips per weekday. Thus, if EPCOR hired two additional employees to haul sludge

the cost per ton would be $12-$17 per ton. If the assumption was 2.5 full time

employees were hired to haul the sludge the cost would increase to $15-$21 per

ton. When one includes the disposal cost with the hauling costs the total cost would

be in the range of $34-$43 per ton or 36%-45% of the cost currently being charged

now.

Of course, I recognize this analysis excludes the capital investment in a tractor

trailer and annual running cost and maintenance fees for the truck but the savings

are so large it would likely be imprudent for EPCOR to simply keep with Roadrunner

Transit in the long term without further analysis and review. I believe that EPCOR

should have an opportunity to garner savings for itself if it lowers costs. As such, I

believe a reasonable compromise would be to set the sludge disposal fee at 80%

of the forecast amount which would result in an adjusted test year expense of

$765,362, a figure $191 ,241, or 20%, less than the amount requested.
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Q. The Company in its CC&N applications claimed it was fit and proper to run

Johnson Utilities?

A. Yes, and the Commission agreed.

Q. Doesn't the definition of fit and proper also include being able to supply

employees to run the wastewater facility or in the alternative find a contractor

who can do the job for less?

Yes.A.

LEGAL FEES

Could you please discuss the issue of contractual services - legal?

v.

Q.

A. Yes, in my direct testimony I made a downward adjustment to expense for legal

fees for both the Water District and Wastewater District that totaled $1,379,470

based on my opinion than the 2017 level of legal expenses was more representative

of the costs going forward than the Company's use of a three-year (2017-2019)

average of the expense item as the basis for setting rates on an adjusted test year

basis.

In rebuttal Company Witness Thomas Bourassa disagreed with my

recommendation. Specifically, Mr. Bourassa states that the Company disagrees

with using the legal expense of 2017 as the basis for setting rates level on a going

forward basis (See Bourassa Rebuttal at 15). He further states that using 2017

levels is backward-looking and is not reflective of the level of legal expense EPCOR

expects to be incurred under current operations on a going forward basis (Id).
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Q. Is  i t  reasonable to expect that EPCOR wi l l  incur  the same lev el  of legal

expense gong forward as Johnson Util i ties incurred in the 2017-2019 time

period?

A. No, for the simple fact that I addressed this very issue in my direct testimony when

I stated that I had the Company's general ledger for 2018 and 2019 which showed

that most invoices in the legal fee accounts for that time period had notations

regarding cases for what the expenses were related to, and that most related to

legal fees attributable to the poor operations and business practices of the previous

owner of the utilities, George Johnson (See Radigan Direct at 18). These cases

included Docket Nos. WS-02987A-18-0050 ("Order to Show Cause" or "OSC"

Docket"), WS-02987A-18-0343 ("Affiliates Docket"), and WS-02987A-18-0329 et

al.4 ("CC&N Deletion Docket"). Many more legal expenses were incurred for the

litigation of the Arizona Department of Environmental Quality which related to the

poor operating practices of Johnson Utilities. Each of these cases incurred

substantial legal bills and all were dismissed when EPCOR assumed ownership of

Johnson Utilities. It is simply unreasonable for Mr. Bourassa to assume that

EPCOR wil l  have the same amount of  prob lems that the prior ownersh ip

experienced. Absent such proof, I believe it unreasonable to use the 2018 and

2019 legal expense levels to set rates on a going forward basis.

In addition, the Company uses a shared services model which may include legal

costs, making Mr. Bourassa's argument irrelevant.
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MANAGEMENT FEESVI.

Q. Could you please discuss the issue of management fees and direct payroll

A.

costs?

Yes. Company Witness Bourassa testifies that EPCOR disagrees with RUCO's

recommendation to remove in total $1.5 million of Management fees and with

RUCO's recommendation to remove approximately $1.4 million of direct and

indirect labor costs included in Management fees (See Bourassa Rebuttal at 16).

Mr. Bourassa states that EPCOR disagrees with these adjustments because RUCO

has failed to recognize that these costs will be replaced by corporate allocations

from EPCORUSA and EPCOR Water Arizona which are estimated to be $4 million,

$1 .1 million higher than the costs RUCO seeks to disallow (ld). The basis for Mr.

Bourassa's claim is the RUCO response to RUCO 4.3 which was introduced as

Exhibit FWR-14 (See Bourassa Rebuttal at 16 footnote 21 ).

Could you please discuss the question and response to RUCO 4.3?Q.

A. Yes. RUCO 4.3 asked why it would be reasonable for EPCOR San Tan customers
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to pay EPCOR management fees given that EPCOR now owns all assets of

Johnson Utilities and is allowed to retain any net income deriving from such

ownership of the utility. In reply, EPCOR agreed that management fees will now

not be paid to EPCOR, as the Company now owns the assets of Johnson Utilities.

The response further states that there are some corporate charges from the parent,

EPCORUSA, and cost allocations from EPCOR Water Arizona that will be charged

to the San Tan Water and Wastewater Districts under EPCOR's ownership. The

response notes that those allocations have not yet been determined but the costs

in 2020 that were allocated to the water and wastewater districts in Arizona totaled
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approximately $20 million and the San Tan Water and Wastewater districts are

approximately 20% of the EWAZ's business.

The response concludes that assuming this amount, the $20 million, is allocated in

2021, an additional $4 million of costs would then replace the $1 .5 million of interim

management fees that are no longer billed to the San Tan Water and Wastewater

Districts See Exhibit FWr-14).

Q. Does RUCO agree with the EPCOR presentation as explained in its reply to

RUCO 4.3?

A. No because the EPCORUSA management/corporate fees charged to the EPCOR

Arizona utilities are an issue in Docket No. WS-01303A-20-0177 in which the

Company sponsored testimony for the full recovery of the test year fees for all

EPCORUSA Arizona utilities in the amount of $2,474,593. EPCOR also requested

a pro-forma adjustment to this expense item in the amount of $69,199 (See Docket

No. WS-01303A-20-0177 Company Witness Skoubis at 31-32).

when it gets fully integrated into EPCOR's Arizona business.

EPCOR reports EPCOR San Tan will be about 20% of EPCOR's Arizona business

Going forward

therefore, EPCOR San tan will be responsible for $508,758 of the pro-forma

expense. This is far less than the $4 million claimed by Mr. Bourassa and RUCO

sees no reason to adjust its revenue requirement.

speculative, as cost allocation will be analyzed in a future rate case.
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In addition, any future cost allocation and collection from ratepayers is purely

In which the

Commission may disallow some or all of the corporate allocation costs.
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VII.

Q.

RATE OF RETURN vs. OPERATING MARGIN

Could you please discuss the issues of operating margin versus rate of return

regulation?

A. Yes. In rebuttal testimony Company Witness Thomas Bourassa states that EPCOR

continues to propose a 6.11 % operating margin because a return on fair value rate

base ("FVRB") results in inadequate cash flows to meet operating needs (See

Bourassa Rebuttal at 4).

Mr. Bourassa goes on to say that the resulting operating margins from RUCO's rate

of return FVRB approach* are wholly inadequate and will severely impact EPCOR's

ability to attract capital and maintain its credit rating going forward (Id.).

Does RUCO agree with Mr. Bourassa's version of the facts?Q.

A. No. I believe I adequately covered the pros and cons of operating margin versus

rate of return regulation for this Company in my direct testimony so I won't repeat it

here. I will address the Company's argument that RUCO's position leaves it with

"inadequate" cash flow. EPCOR's position in this case is at odds with the findings

of the Commission when it allowed EPCOR to acquire the Johnson Utilities
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19 systems. In Decision No. 77854 the Commission:

1) found that EPCOR has a very healthy balance sheet through
EPCOR USA and it accesses the capital markets through its ultimate
parent EPCOR Utilities Inc., which has a credit rating from S&P of A-
, allowing EPCOR to obtain capital at very competitive interest rates
(See Decision No. 77954 at 78).,

20

21
22
23
24
25
26

1 The operating margins resulting from RUCO's 42.31 % debt and 57.69% equity capital structure with a
9.28% cost of equity and an 7.19% overall rate of return result in an operating margin of 1.65% and
)0.015% for the Water and Wastewater Districts respectively (ld).
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2) found that EPCOR has planned infrastructure improvements to
meet all current and planned developments within Johnson's CC&N
service areas and EPCOR anticipates substantial growth in Johnson
CC&N service areas for both water and wastewater services and is
committed to providing safe and reliable services to current and
future customers there (Id at 79),

1
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3) authorized EPCOR to recover a $45 million deferred debit, with a
financing cost set at 6%, to be recovered through a surcharge to be
collected over a 15-year period, beginning after the conclusion of the
first rate case filed by it after acquiring Johnson (ID at 111).

I would like to note that item 3) above will result in an annual cash flow to the utility

of $4.6 million per year which is approximately twice the level of cash being required

under the operating margin approach. To get that money the Company simply

needs to file a compliance filing with the Commission on the day this case is

concluded. In addition, EPCOR has indicated that the combined capital program

for both the Water District and Wastewater District is at $117 million. (Jones Direct

at 8). Much of that money has already been spent in 2020 and 2021 according to

the Company's capital plans. This too indicates the hollowness of the Company's

complaint. RUCO is unconvinced that it should change its position.

Q. EPCOR San Tan is a Class " A"  water util ity. Is it customary for the Arizona

Corporation Commission (" ACC" ) to uti l ize operating margin when setting

rates for Class "A"  regulated utilities?

A.

In those instances, the authorized operating margin would

No. I am unaware of a circumstance in which the rates for a Class "A" water utility

were set based upon operating margin. To my knowledge, the ACC has utilized

operating margin only when setting rates for smaller, "mom and pop" Class "D" and

"E" water utilities.

typically exceed the return based on a FVRB determination in order to give
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31 recognition to the subject utility serving fewer customers, its rate base being small,

_16_



Surrebuttal Testimony of Frank W. Radigan
EPCOR Water Arizona, Inc. - San Tan Water and Wastewater Districts
Docket Nos. WS02987A-20-0025 et al.

and as a consequence its revenue stream being constrained. Said another way,

small water companies need the cash to operate and bigger ones like EPCOR don't

need it. Here, it is important to keep in mind that not only is EPCOR the largest

regulated water uti l i ty in the state of Arizona, but plans to make capital

improvements to EPCOR San Tan in excess of $100 million over the next several

years.

It was no secret when EPCOR purchased Johnson Utilities that the Company had

little or no rate base.

In addition, EPCOR was awarded an Acquisition premium that ratepayers will begin

paying on very soon.

Q. Does RUCO believe that setting rates based upon the Company's proposed

6.11 percent operating margin in this proceeding to be improper?

A. Yes, as doing so would effectively compensate the Company for an investment in

plant which has not yet been made.

Q. You stated above that when setting rates based on operating margin for

smaller Class "D" and "E" water utilities, the ACC would typically authorize a

return in excess of that made pursuant to a FVRB determination. To what

extent does EPCOR San Tan's proposed 6.11 percent operating margin

exceed the return based upon RUCO's recommended 7.19 percent ROR in

this proceeding?

A.
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The answer to that question can be found in Mr. Bourassa's rebuttal testimony,

wherein he states that the overall operating margin produced by RUCO's return on
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FVRB approach (i.e., RUCO's recommended 7.19 percent ROR) would be "just

0.58%." Thus, based upon Mr. Bourassa's calculations, the Company's proposed

6.11 percent operating margin exceeds RUCO's 0.58 percent operating margin by

a factor of 10.53x (6.11% / 0.58% = 10.53x).

Q. Would sett ingrates for Class "D" and "E" water utilities based on an operating

margin which exceeds by a factor of 10.53x the return obtained pursuant to a

FVRB determination be inappropriate, excessive and contrary to the

ratepayers interests?

A.

"A "

Yes in any context it would be inappropriate and this fact-perhaps more than any

other consideration-clearly demonstrates why the Company's proposed 6.11

percent operating margin should be rejected for purposes of setting rates in this

proceeding, as EPCOR San Tan is a Class water utility

VIII.

Q.

UPDATED REVENUE REQUIREMENT SCHEDULES

Please discuss RUCO's updated revenue requirement schedules.

A. RUCO has updated its revenue requirement schedules for the San Tan Wastewater

District for the two adjustments discussed in this testimony (Club at Oasis and

Sludge Disposal expense) which results in a slight rate increase for the Wastewater

District of approximately $5,659 or 0.03%. There is no change to RUCO's revenue

requirement schedules for the Water District.

ix.

Q.

CONCLUSION

Does this conclude your Surrebuttal testimony

A.
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25 Yes, it does.
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RESIDENTIAL UTILITY CONSUMER OFFICE

OCTOBER 8, 2021
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COMPANY:
DOCKET NO:

EPCOR Water Arizona Inc.
WS-02987A-20-0025 & WS-01303A-20-0025

Response Provided by:
Title:

Greg Barber
Controller

Address : 2355 W. Pinnacle Peak Road, Suite 300
Phoenix, AZ 85027

Page 1 of 1Company Response Number: RUCO 5.1

Q: Please provide copies of the invoices for the following vendors by month for
the months of January 2021 through June 2021 :

a. Arizona Yard Doctors LLC,
b. Affordable Pest Control LLC,
c. Debmar Family Enterprises LLC DBA Fastsigns Bell R,
d. Degan Construction LLC, and
e. ES OPCO USA LLC dba Veseris.

A: Please see attached copies of the invoices for the following vendors by month for
the months of January 2021 through June 2021 1

a. Arizona Yard Doctors LLC,
b. Affordable Pest Control LLC,
c. Debmar Family Enterprises LLC DBA Fastsigns Bell B,
d. Degan Construction LLC, and
e. ES OPCO USA LLC dba Veseris.

5.1 a AZ Yard Doctors Inv # 1350032321 S8032.pdf

5.1 a AZ Yard Doctors Inv # 1372 032921 S4886.pdf

5.1b Affordable Pest Inv # 69359 030121 S1200.pdf

5.1 b Affordable Pest Inv # 70840040121 S1200.pdf

5.1 b Affordable Pest Inv # 72569050121 S1200.pdf

5.1 b Affordable Pest Inv # 74316060121 S1200.pdf

5.1 b Affordable Pest Inv be 75214061421 S1600.pdf

5.1 c Fast Signs Inv # 19485691 050621 S1587.pdf

5.1 d Degan Const Inv # 20822032521 S395.pdf

5.1 e Veseris Inv # PX727229 021921 S520.PDF

5.1 e Veseris Inv # PX729704 040921 S520.PDF

gr
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Arizona Yard Doctors

P.o.box 10554

Casa Grande, AZ 85130 US

(520) 450-0764
fixmyyard@yahoo.com

BILL TO INVOICE # 1350

DATE 03/23/2021

DUE DATE 03/23/2021

TERMS Due on receipt

Johnson Utilities

2355 W. Pinnacle Peak Rd

Suite 300
Phoenix, Az 85027 USA

Labor 1Oasis golf course initial clean up 8,032.008,032.00

BALANCE DUE $8,032.00

*.
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Arizona Yard Doctors

P.o.box 10554
Casa Grande, AZ 85130 US
(520) 450-0764
fixmyyard@yahoo.com

INVOCE
BILL TO INVOICE # 1372

DATE 03/29/2021
DUE DATE 03/29/2021

TERMS Due on receipt

Johnson Utilities
2355 W. Pinnacle Peak Rd
Suite 300
Phoenix, Az 85027 USA

DATE DESCRIPTION QTY

1

SERVICE

Lawn Maintenance

RATE

4,886.00

AMOUNT

4,886.00Lawn service for April 2021
Golf course

BALANCE DUE $4,886.00



INVOICE

AFFORDABLE PEST CONTROL

Affordable
Pest Cantrel l

License #

Invoice #

Invoice Date

2769 G E COMBS RD
San Tan Valley, AZ 85140
United States
(480)907~7913

Attn: Rosendo Cervantes
Due Date

[Account #

Service Address

Amount Due

9187

69359

3/1/21

NET25 3/26/21

2042

5764 E Hunt Hwy

$1200.00E
EPCOFi WATER THE CLUB AT OASIS

5764 E Hunt Hwy

Florence, AZ 85132

United States

PriceItem Quantity Rate

THE CLUB AT OASIS (Account # 2042) _ 5764 E Hunt Hw n
Invoice # 69359 Mosquito Granule Treatment $1200.00

$0.00
$1200.00

Tax (0.0000%):

Additional Notes
Sub Total

Tax

Amount Paid

Amount Due:

$1200.00
$0.00
$0.00

$1200.00

A $10 late fee will be added onto unpaid
balances after 15 days (unless special terms
have been agreed upon prior)
National Emergency Poison Control: (800)222-
1222



InvoiceAffordable AFFORDABLE PEST CONTROL
Pest Control 5764 E Hunt Hwy

INVOICE no. ACCOUNT NUMBER

2769 G E COMBS RD
San Tan Valley, AZ 85140
(480) 9077913

70840 2042
INVOICE DATE

0 4 / 0 1 / 2 0 2 1

LICENSE

9187

DUE DATE (NET 25 TERMS)

04/26/2021

A t t n :  R o s e n d o  C e r v a n t e s

E P C O R  W A T E R  -  T H E  C L U B  A T  O A S I S

5 7 6 4  E  Hu n t  Hwy

F l o r e n c e ,  A Z  8 5 1 8 2

Un i t e d  S t a t e s

AMOUNT DUE

$1,200.00

T HE  C L UB  A T  O A S IS  ( A c c t  # z 2 0 4 2 )

QUANTITY

1

SUBTOTAL

$1  ,200 .00

PRICE

$1 ,200.00

ITEM

M o s q u i t o  G r a n u l e  T r e a t m e n t

Taxes

Invoice Total

Ad d i t i o n a l  No t e s

A $10 late fee will be added onto unpaid balances after 15 days (unless special terms have been

agreed upon prior)

National Emergency Poison Control: (800)2221222 Amount Pald

Amount Due

$0.00

$1 ,200.00

$0.00

$1 ,200.00



Invoice
Affordable AFFORDABLE PEST conTroL
PestCentral

5764 E Hunt Hwy

INVOICE no. ACCOUNT NUMBER

72569 2042
2769 E Combs Rd 7
SAN TAN VALLEY AZ 85140
(480) 9077913

INVOICE DATE

05/01/2021
LICENSE

9187

DUE DATE (NET 25 TERMS)

05/26/2021
AMOUNT DUE

Attn: Rosendo Cervantes
EPCOR WATER - THE CLUB AT OASIS
5764 E Hunt Hwy
Florence, AZ 85132
United States

$1,200.00

EPCOR WATERTHE CLUB AT OASIS (Acct #2 2042)

OUANTITV

1

PRICE

$1 ,éa0s10

SUBTOTAL

$1,26II00

ITEM

M-osquito Granule Treatment

Taxes

Invoice Total

Additional Notes
A $10 late fee will be added onto unpaid balances after 15 days (unless special terms have been

agreed upon prior)

National Emergency Poison Control: (800)2221222 Amount Paid

Amount Due

$0.00

$1 ,200.00

$0.00

$1 ,200.00



Received on 6/1/2021 Page 1 of 1

InvoiceAffordable AFFORDABLE PEST CONTROL
Pest Control 5764 E Hunt Hwy

INVOICE NO ACCOUNT NUMBER

2769 E Combs Rd 7
SAN TAN VALLEY AZ 85140
(480) 9077913

74316 2042
INVOICE DATE

0 6 / 0 1 / 2 0 2 1

LICENSE

9187E P C O R  W AT E R  .  T HE  C L UB  AT  O AS IS

5 7 6 4  E  Hu n t  Hw y

F l o r e n c e ,  AZ 8 5 1 3 2 DUE DATE (NET 25 TERMS]

0 6 / 2 6 / 2 0 2 1

AMOUNT DUE

$1 ,200.00

E P C O R  W ATE R - THE  C LUB  AT  O AS IS  ( Ac c t  #2  2042)

QUANTITY

1

SUBTOTAL

$1 ,200.00

PRICE

$1 ,200 .00

ITEM

Mo S q u i t o  G r a n u l e  T r e a t m e n t

Taxes

Invoice Total

Addi t iona l  Notes

A $10 tate fee will be added onto unpaid balances after 15 days (unless special terms have been

agreed upon prior)

National Emergency Poison Control; (800)2221222 Amount Paid

Amount Due

$ 0 . 0 0

$1 ,200.00

$ 0 . 0 0

$1 ,200.00



Received on 6-16-2021 Page 1 of 1

InvoiceAffordable AFFORDABLE PEST CONTROL
Pest Control 5764 E Hunt Hwy

INVOICE no. ACCOUNT NUMBER

2769 E Combs Rd 7
SAN TAN VALLEY AZ 85140
(480) 9077913

75214 2042
INVOICE DATE

0 6 / 1 4 / 2 0 2 1

LICENSE

9187E P C O R  W AT E R  .  T HE  C L UB  AT  O AS IS

5 7 6 4  E  Hu n t  Hw y

F l o r e n c e ,  AZ 8 5 1 3 2 DUE DATE (NET 25 TERMS]

0 7 / 0 9 / 2 0 2 1

AMOUNT DUE

$1 ,600.00

E P C O R  W ATE R - THE  C LUB  AT  O AS IS  ( Ac c t  #2  2042)

ITEM

Mo S q u i t o  O i l  T r e a t m e n t

QUANTITY

1

1Ini t ia l  D is c ount

SUBTOTAL

$1 ,600.00

$0 . 00

PRICE

$1 ,600.00

$0.00

Taxes

Invoice Total

Addi t iona l  Notes

A $10 late tee will be added onto unpaid balances after 15 days (unless special terms have been

agreed upon prior)

National Emergency Poison Control: (800)2221222 Amount Paid

Amount Due

$0.00

$1 ,600.00

$0.00

$1 ,600.00



Page 1 of 1Invoice
FA ors/Gns
More than fast. More than signs:

Sales Invoice Number
Invoice Date
PO #:

194 85691
Thursday, May 6, 2021

Oasis Golf Cour

Sales Person: Lisa Lutz

Delivery / Order Notes:

85027

I nvo ice To:
Adam Miller
EPCOR WATER
2355 W. Pinnacle Peak Rd
#300
PHOENIX, AZ

Phone Number: (480) 848-7460
Fax Number:

Invoice Date

5/6/2021

Email: AMiller3@epcor.com

Your Order No. Our Invoice Number
85691

Payment Due
All Payments are due 30 days from invoice

date. Your business is important to us, l
Product Code TotalProduct Description Qty

1 Print on Aluminum .063 *UV Print on Aluminum .063. 20 x20125 $63.50 $1 ,587.50

Please Remi t  Paymen t  To:
FASTSIGNS GLENDALE

Line Item Total:
Subtotal:
Taxes:
Total:

$1 ,587.50
$1 ,587.50

$146.05
$1 ,733.55

Total Payments:
Balance Due:

$0.00
$1 ,733.55

6020 West Bell Road E101
Glendale, AZ 85308
Phone: (602) 439-4242
Fax: (602) 439-2360
Email: sales.194@fastsigns.com

Date Picked UpCheck Credit Card

Number

Payment Method
Cash E E

_ _ _
More than fast. More than signs.Tm

SYSTEM\FASTSIGNS_CRYSTAL_InvoicePreferred01



INVOICE
o@°3»@"' Customer:

pu6\'\ON
t

cON Epcor
2355 W Pinnacle Peak Rd

#300
Phoenix, AZ 85027DEGAN CONSTRUCTION LLC

20822Invoice

Date

1402 N 24th Ave Phoenix, AZ 85009

Phone: 602-795-8475
AR@deQancon.com

03/25/2021

Project: Hole 9 Golf Course Irrigation
San Tan Valley

Job: 210059

TOTALDescri son Unit Price
214.00
76.00

105.85

1
1
1

Labor
E ui rent
Materials

214.00
76.00

105.85

$
$
$

$
s
$

Repair leak at golf course

l l: I- I
- I

395.85$
_ _

_
_
_

TERMS: Payment is due owing and payable to DEGAN CONSTRUCTION upon receipt of this invoice and becomes
past due if not paid within thirty days of date of this invoice. In the event Customer defaults obligation of timely
payment Customer agrees to pay a late charge of 1.5% of the outstanding balance due on this invoice each month
until default is cured. Customer shall reimburse and pay DEGAN for all expenses costs and reasonable attorneys
fees incurred or expended by DEGAN in enforcing its rights herein. The laws of the state of Arizona shall govern this
transaction and any enforcement hereof shall be in the superior or federal courts of Arizona. Customer expressly
waives its venue rights ahd consents to enforcement hereof in Maricopa County Arizona.

Retention Held

Retention Billed
Tax
Total $ 395.85

Remittance Address
Degan Construction LLC

PO Box 60245
Phoenix, AZ 85082

Contract Summary
Retainage

balance
Original
amount

Remaining
amount

395.85

Revised
amount
395.85

invoiced
amount
395.85 0.00

Approved
changes

0.00 0.00

Billed
percent

100.00%

Page 1 of 1
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Degan Construction LLC
1402 n. 24th Ave.
Phoenix AZ 85009

6027958475

PAY ESTIMATE/INVOICE
Customer: Epcor Water USA
Address: 968 E Hunt HWY

2 0 8 2 2

3/25/2021

0 0 1

Invo ice #1

Invo ice  Da te :

Pay Es timate #1:

Cus tom er POW:

Cus tom er Contracttlz

Hole 9 Golf Course Irrigation Repair
San Tan Valley
210059

Project Name
Project Location:
Degan Project ll:

%Description Quantity
Previous

Contract
Unit Price

Total
This invoice

Quantity
To Date

Quantity
This Invoice

Contract
Amount

Completed
To Date

Contract
Quantity

Les s  Previous

Bi l l i ngCompM
2 / 1 2 / 2 0 2 1

L ABOR

HR s
s

134.00

8 0 .0 0

76.00

134.00

8 0 .0 0

76.00

134.00

80.00

76.00$

200 s

2.00 S

200 s

1.15

6700 $

4000 s

3800 s

92.04

1 0 0 %

1 0 0 %

1 0 0 %

1 0 0 %

H R

L S

200 S

2.00 s

200 s

1.15

2.00 s

2.00 S

2.00 s

1.15 s

_
!
_
_
_

- 105.85
395.85

105.85
395.85

Foreman

Journeyman
EQUIPMENT

C r e w  T r u c k w /  T o o l s

M A T E R I A L S / S U B S

630011137

Total
105.85
395.85

s

s

s

$

s

$

s

s

_ - - -
_

mal _
- _

_
_ _ _

Labor 214.00

76.00

105.85Materials

Subs

s

s

s

s



Invoice: 6300-1 1 137National Bank of Arizona

CREDIT CARDSCID
Cloud

T e s
Core

S y s m

we@am
Card Holder: Date:

Vendor: Amount :

2/12/202 l

92.04

6300 | Sonny Hyde I Visa

ace hardware

MaucrialsNotes:

Signature:
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- D X

v

l

Action Date

16-JUN-2021

21~JUN-2021

Amount Reviewed Comments

0.00

3529.50 ue 357 0 4001 870

Approver

Lant Jed

Lant Jed

Approval Content

Invoice Approval

Ilnvo ice Approval

Line Num Action

Sent

Approved

A6 357 0 4001 870 5261 0
Note that $520 should be charged to the Oasis Golf Course

A
v

v

v

v

v

' v

v

Accounted YesRetain age (.§€3[ lm l Qancel »' |



INVOICEvEsER1s VESERIS SERVICE WAREHOUSE
3791 E 43RD PL
TUCSON AZ 857135403
18008884897

10800 Pecan Park 8/vd. Bldg. 1 Suite 300
Austin TX 78750

www.veseris.com

Return Service Requested Page 1 of 2

cosT. NO./SHIP TO

757491 001
JOHNSON UTILITIES LLC
8465 w. OCOTILLO RD
FLORENCE AZ 85132757491

JOHNSON UTILITIES LLC
5230 EAST SHEA BLVD
STE 200
SCOTTSDALE AZ 852545750

Veseris Polic Notice is stetson www.pestweb.com/ rivac polio
INV.DA E ORDER no. CUSTOMERP.O. NUMBER
02/19/21 822534 ERIN

TAXEXEMPT no. SALES REP.

INVOICE no.
PX727229
SHIP DATE
02/19/21 ANGIE ROMERO

FREIGHTTERMS
PREPAID UNIVAR

WAREHOUSE LOCATION
TUCSON

SALES DEPARTMENT
VESERIS

PRODUCT DESCRIPTION TAX
QUANTITY
ORDERED

FOB
DELIVERED UNIVAR TRUCK

ONTIME DELIVERY
ES ACCOUNT REP DELIVERY

ENTERED BY
ANTONIO PARKS
BILLING QTYJ

UNIT PRICE
QUANTITY

SHIPPED 8.0.
EXTENDED
AMOUNT

Y 3250.0025.00

BG

25.0000
130.0000

BG

25.00

BG
1

1

I
I TM

811647 ALTOSID SBGII 40LB BG
1.0000 BG BG 100518214 AGCY
ES CENTR **** GRAN BAG
NO RECOMMENDATION HAS BEEN MADE COVERING THE U E OF
THE MATERIALS COVERED BY THIS SALES INVOICE.
********************************************** *** ******
VESERIS IS THE AGENT FOR THE SALE OF ANY AGENC P ODUCT.
THE SELLER NAME IS IDENTIFIED ON THE PRODUCT L NE OF AN
AGENCY INVOICE
********************************************** **********
THIS INVOICE IS ISSUED BYUNIVAR ON BEHALF OF v SE IS.
********************************************** *** ******
ATTENTION--DUE TO THE COVID PANDEMIC ALL SALES ARE FINAL
PSP 99-19
***#****************************************** *** **
SAFETY DATA SHEETS (SDS) ARE AVAILABLE ELECTRO ICALLY
FOR VESERIS DISTRIBUTED PRODUCTS AT
HTTPS://WWW.PESTWEB.COM/DOCUMENTS.
IN THE EVENT OF AN INCIDENT ALL SDSS MAY BE A CESSED
BY EMERGENCY RESPONDERS BY CALLING 800-424-930
********************************************** * * * * * *

TI R I ¢;. l\ _
Buyer agrees that all orders or purchases are subject to Veseris Standard Tens and Conditions of Sale as of the date of shipment available at www.pestweb.com/salesterms. All sales and orders areexpressly
limited to such terms which may be updated from time to time. No other terms and conditions apply to any purchase order unless agreed to in writing by both parties. Enrollment Token: 3S687NQG

PLEASE DETACH HERE AND RETURN BOTTOM PORTION WITH YOUR PAYMENT

VESERIS
AMOUNT DUE AMOUNT PAIDINVOICE DATE

02/19/21

INVOICE n o .

PX727229CUST. NOJSHIP TO

REMIT TO
ES OPCO USA LLC
PO BOX 7410137
CHICAGO IL 606740137

757491
JOHNSON UTILITIES LLC
5230 EAST SHEA BLVD
STE 200
SCOTTSDALE AZ 852545750



INVOICEvEsER1s VESERIS SERVICE WAREHOUSE
3791 E 43RD PL
TUCSON AZ 857135403
18008884897

10800 Pecan Park Blvd. 8ldg. 1 Suite 300
Austin TX 78750

www.veseris.com

Return Service Requested Page 2 of 2

cosT. NO./SHIP TO

757491 001
JOHNSON UTILITIES LLC
8465 w. OCOTILLO RD
FLORENCE AZ 85132757491

JOHNSON UTILITIES LLC
5230 EAST SHEA BLVD
STE 200
SCOTTSDALE AZ 852545750

SALES REP.

Veseris Polic Notice is steel on www.pestweb.com/ rivac polio
INV. DA E ORDER no.
02 / 19 / 21 8 2 2 5 3 4

TAX EXEMPT no.
ANGIE ROMERO

INVOICE no.
PX727229
SHIP DATE
02/19/21

TAX
EXTENDED
AMOUNT

FOB
DELIVERED UNIVAR TRUCK

ON TIME DELIVERY
ES ACCOUNT REP DELIVERY

ENTERED BY
ANTONIO PARKS
BILLING QTYJ
UNIT PRICE

QUANTITY
SHIPPED B.O.

QUANTITY
ORDERED

I

MERCHANDISE:
SALES TAX:

VOICE TOTAL:TERMS:

3250.00
279.50
3529.50NET 30

TMil
l . Rn- I

Buyer agrees that all orders or purchases are subject to Veseris Standard Tens and Conditions of Sale as of the date of shipment available at www.pestweb.com/salesterms. All sales and orders are expressly
limited to such terms which may be updated from time to time. No other terms and conditions apply to any purchase order unless agreed to in writing by both parties. Enrollment Token: 3S687NQG

PLEASE DETACH HERE AND RETURN BOTTOM PORTION WITH YOUR PAYMENT

VESERIS
AMOUNT PAIDAMOUNT DUEINVOICE DATEINVOICE no.

CUST. NOJSHIP TO

REMIT TO
ES OPCO USA LLC
PO BOX 7410137
CHICAGO IL 606740137

757491
JOHNSON UTILITIES LLC
5230 EAST SHEA BLVD
STE 200
SCOTTSDALE AZ 852545750



La x- l a

v

Comments
I

Approver

Lant. Jed
A

v
\

v

Action Date

16-JUN-2021

21JUN-2021 U6 3S7 04001 870

Amount Reviewed

0.00

2823.60

Approval Context

Invoice Approval

' Invoice Approval Lant, Jed
- 0

1

Line Num Action

Sem

_App[0vgd

v

_
v

x

AU6 357 0 4001 870 5261 0
Please note $520 to be charged to Oasis Golf Course v

* v

( §eard1 IQancel I Accounted Yes
A____._l \AlnrbB.~- A-nrn

Retainage

Drnnaurnnnh:  A nnlind



INVOICEvEsER1s VESERIS SERVICE WAREHOUSE
8590 W BUCKEYE RD STE 106
TOLLESON AZ 853539263
18008884897

10800Pecan Park 8/vd. Bldg. 1 Suite 300
Austin TX 78750

www.veseris.com

Return Service Requested Page 1 of 2

cosT. NO./SHIP TO

757491 001
JOHNSON UTILITIES LLC
8465 w. OCOTILLO RD
FLORENCE AZ85132757491

JOHNSON UTILITIES LLC
5230 EAST SHEA BLVD
STE 200
SCOTTSDALE AZ 852545750

Veseris Polic Notice is stetson www.pestweb.com/ rivac polio
INV. DA E ORDER no. CUSTOMER P.O. NUMBER
04/09/21 8 2 4 9 6 6 ANGlE-EMAlL

TAX EXEMPT no. SALES REP.

INVOICE no.
PX729704
SHIP DATE
04/08/21 ANGIE ROMERO

FREIGHTTERMS
COLLECT

WAREHOUSELOCATIO
PXUNIVAR ES PHOENIX

SALES DEPARTMENT
VESERIS

PRODUCT DESCRIPTION TAX
QUANTITY
ORDERED

FOB
DELIVERED

ONTIME DELIVERY
ES ACCOUNT REP DELIVERY

ENTERED BY
ANTONIO PARKS
BILLINGQTYJ
UNITPRICE

QUANTITY
SHIPPED 8.0.

EXTENDED
AMOUNT

Y 2600.0020.00

BG

20.0000
130.0000

BG

20.00

BG
1

1

I
I TM

811647 ALTOSID SBGII 40LB BG
1.0000 BG BG 100518214 AGCY
ES CENTR **** GRAN BAG
NO RECOMMENDATION HAS BEEN MADE COVERING THE U E OF
THE MATERIALS COVERED BY THIS SALES INVOICE.
********************************************** *** ******
VESERIS IS THE AGENT FOR THE SALE OF ANY AGENC P ODUCT.
THE SELLER NAME IS IDENTIFIED ON THE PRODUCT L NE OF AN
AGENCY INVOICE
********************************************** **********
THIS INVOICE IS ISSUED BYUNIVAR ON BEHALF OF v SE IS.
********************************************** *** ******
ATTENTION--DUE TO THE COVID PANDEMIC ALL SALES ARE FINAL
PSP 99-19
***#****************************************** *** **
SAFETY DATA SHEETS (SDS) ARE AVAILABLE ELECTRO ICALLY
FOR VESERIS DISTRIBUTED PRODUCTS AT
HTTPS://WWW.PESTNEB.COM/DOCUMENTS.
IN THE EVENT OF AN INCIDENT ALL SDSS MAY BE A CESSED
BY EMERGENCY RESPONDERS BY CALLING 800-424-930
********************************************** * * * * * *

TI R I ¢;. l\ _
Buyer agrees that all orders or purchases are subject to Veseris Standard Tens and Conditions of Sale as of the date of shipment available at www.pestweb.com/salesterms. All sales and orders areexpressly
limited to such terms which may be updated from time to time. No other terms and conditions apply to any purchase order unless agreed to in writing by both parties. Enrollment Token: 3S687NQG

PLEASE DETACH HERE AND RETURN BOTTOM PORTION WITH YOUR PAYMENT

VESERIS
AMOUNT PAIDAMOUNT DUE

2823.60

INVOICE DATE

04/09/21

INVOICE n o .

PX729704CUST. NOJSHIP TO _

REMIT TO
ES OPCO USA LLC
PO BOX 7410137
CHICAGO IL 606740137

757491
JOHNSON UTILITIES LLC
5230 EAST SHEA BLVD
STE 200
SCOTTSDALE AZ 852545750



INVOICEvEsER1s VESERIS SERVICE WAREHOUSE
8590 W BUCKEYE RD STE 106
TOLLESON AZ 853539263
18008884897

10800 Pecan Park Blvd. 8ldg. 1 Suite 300
Austin TX 78750

www.veseris.com

Return Service Requested Page 2 of 2

cosT. NO./SHIP TO

757491 001
JOHNSON UTILITIES LLC
8465 w. OCOTILLO RD
FLORENCE AZ 85132757491

JOHNSON UTILITIES LLC
5230 EAST SHEA BLVD
STE 200
SCOTTSDALE AZ 852545750

SALES REP.

Veseris Polic Notice is stetson www.pestweb.com/ rivac polio
INV. DA E ORDER no.
04 / 09 / 21 8 2 4 9 6 6

TAX EXEMPT no.
ANGIE ROMERO

mvomsuo.
PX729704
SWPDATE
04/08/21

TAX
QUANTITY
ORDERED

FOB
DELIVERED

ON TIME DELIVERY
ES ACCOUNT REP DELIVERY

ENTERED BY
ANTONIO PARKS
BILLING QTYJ

UNIT PRICE
QUANTITY

SHIPPED 8.0.
EXTENDED
AMOUNT

TERMS: I

MERCHANDISE:
SALES TAX:

VOICE TOTAL:

2600.00
223.60
2823.60NET 30

TMil
l . Rn

_ I E

Buyer agrees that all orders or purchases are subject to Veseris Standard Tens and Conditions of Sale as of the date of shipment available at www.pestweb.com/salesterms. All sales and orders are expressly
limited to such terms which may be updated from time to time. No other terms and conditions apply to any purchase order unless agreed to in writing by both parties. Enrollment Token: 3S687NQG

PLEASE DETACH HERE AND RETURN BOTTOM PORTION WITH YOUR PAYMENT

VESERIS
AMOUNT PAIDINVOICE no. AMOUNT DUEINVOICE DATE

CUST. NOJSHIP TO

REMIT TO
ES OPCO USA LLC
PO BOX 7410137
CHICAGO IL 606740137

757491
JOHNSON UTILITIES LLC
5230 EAST SHEA BLVD
STE 200
SCOTTSDALE AZ 852545750
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SCHEDULES



EPCOR Water Ar izona, Inc. - San Tan Wastewater Distr ict Exhibit
Supplemental Schedule A1
Page 1
Witness: Radigan

Test Year Ended August 31 2019
Computation of Increase in Gross Revenue

Requirements As RUCO Adjusted

Fair Value Rate Base $ 44,382

(967)

12.42%

$ 3193

7.19%

Adjusted Operating Income

Current Operating Income

Required Operating Income

Required Rate of Return

$ 4160Operating Income Deficiency

Gross Revenue Conversion Factor 1 .3602

s 5659
Increase in Gross Revenue

Requirement

$
$
$

19,432922
5659

19438581
0.03%

Adjusted Test Year Revenues
Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

Line

M
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22



EPCOR Water Arizona, Inc. - San Tan Wastewater District
Test Year Ended August 31, 2019

Summary of Rate Base

Exhibit
Supplemental Schedule B-1
Page 1
Witness: Radigan

Fair Value
Rate Base

Original Cost
Rate base

$ $ 175,819,109
69413561

175819109
69413561

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 106,405,548$ 106,405,548Net Utility Plant in Service

Less:
Advances in Aid of Construction 72,409,09672,409,096

Contributions in Aid of Construction 60,549,96460,549,964

Accumulated Amortization of CIAC (27,280,308)(27,280,308)

Customer Meter Deposits
Deferred Income Taxes & Credits

1 ,037093
483567

1 ,037,093
483,567

Plus:

5,843
313255
519,146

5843
313255
519,146

Prepayments
Materials and Supplies
Allowance for Cash Working Capital

Total Rate Base $ $44382 44382

SUPPORTING SCHEDULES:
B 2
B-3
B 5
E 1

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40



EPCOR Water Arizona, Inc. - San Tan Wastewater District
Test Year Ended August 31 , 2019

Original Cost Rate Base Proforma Adjustments

Exhibit
Supplemental Schedule B-2
Page 1
Witness: Radigan

Adjusted
at end

of
Test Year

Actual
at

End of
Test Year

Line Proforma
Adjustment

Gross Utility
Plant in Service $ 175,819,109$ 175,823,007 (3,898)

69,413,56169,489,857 (76296)

Less:
Accumulated
Depreciation

Net Utility Plant
in Service $ 106,405,548$ 106,333,150

Less:
Advances in Aid of
Construction 72,409,09672,409,096

Contributions in Aid of
Construction Gross 62,001 ,946 60,549,964

Accumulated Amortization of CIAC (27,280,308)

(1 ,451 ,982>

<5,810,401 )(21 ,469907)

1 ,037,093Customer Meter Deposits
Accumulated Deferred Income Tax 483,567

1 ,037,093
483,567

Plus :

5,843
313,255

519146

5,843
313,255
519146

Prepayments
Materials and Supplies
Allowance for Cash Working Capital

Total $ 44,382$ (7,325,980)

RECAP SCHEDULES:
B 1

SUPPORTING SCHEDULES:
B2, pages 2
E 1

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50



EPCOR Water Arizona, Inc. - San Tan Wastewater District
Test Year Ended August 31 2019

Original Cost Rate Base Proforma Adjustments

Exhibit
Supplemental Schedule B2
Page 2
Witness: Radigan

é

Proforma Adiustments

3 51 Z

CIAC ADIT
Working
Capital

Accumulated
Depreciation

PIar\tin
Sewice

Actual
at

End of
Test Year

Adjusted
at end

of
Test Year

Gross Utility
Plant in Service $ 175,819,109$ 175823,007 (3,898)

69489,857 69413561(76296)

Less:
Accumulated
Depreciation

Net Utility Plant
in Service $ $ 106405,548s  106,333150 s s76296 $(3 8 9 8 )  $

Less:
Advances in Aid of

Construction 7240909672,4090096

Contributions in Aid of
Construction (CIAC)

Accumulated Amort of CIAC

(1 451 982)

( 5810401)

62001 946

( 21469907)

1037093Customer Deposits

Accumulated Deferred Income Taxes

60549964

( 27280308)

1 037093

483567483567

P lus :

5 8 4 3313,255 5 8 4 3
313255
519146

Prepayments
Materials  and Supplies
Allowance for Cash Working Capital

Total $ 44,382

519146

519,146s (7325980 )  $ 76,296 $ 7262,384 $ (483567) $(3 8 9 8 )  $

RECAP SCHEDULES;
B 1

SUPPORTING SCHEDULES:
B 2,  pages  36
B 5
E 1

Line

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
1 g
20
21
22
23
2 4
25
26
2 7
28
29
30
31
32
33

3 4
35
36
3 7
38
39
40
41



EPCOR Water Arizona, Inc. - San Tan Wastewater District
Test Year Ended August 31 2019

Original Cost Rate Base Proforma Adjustments

Exhibit
Supplemental Schedule B2
Page 2
Witness: Radigan

é

Proforma Adiustments

3 51 Z

CIAC ADIT
Working
Capital

Accumulated
Depreciation

PIar\tin
Sewice

Actual
at

End of
Test Year

Adjusted
at end

of
Test Year

Gross Utility
Plant in Service $ 175,819,109$ 175823,007 (3,898)

69489,857 69413561(76296)

Less:
Accumulated
Depreciation

Net Utility Plant
in Service $ $ 106405,548s  106,333150 s s76296 $(3 8 9 8 )  $

Less:
Advances in Aid of

Construction 7240909672,4090096

Contributions in Aid of
Construction (CIAC)

Accumulated Amort of CIAC

(1 451 982)

( 5810401)

62001 946

( 21469907)

1037093Customer Deposits

Accumulated Deferred Income Taxes

60549964

( 27280308)

1 037093

483567483567

P lus :

5 8 4 3313,255 5 8 4 3
313255
519146

Prepayments
Materials  and Supplies
Allowance for Cash Working Capital

Total $ 44,382

519146

519,146s (7325980 )  $ 76,296 $ 7262,384 $ (483567) $(3 8 9 8 )  $

RECAP SCHEDULES;
B 1

SUPPORTING SCHEDULES:
B 2,  pages  36
B 5
E 1

Line

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
1 g
20
21
22
23
2 4
25
26
2 7
28
29
30
31
32
33

3 4
35
36
3 7
38
39
40
41



EPCOR Water Arizona, Inc. San Tan Wastewater District
Test Year Ended August 31 2019

Cash Working Capital

Exhibit
Supplemental Schedule B5
Page 1
Witness: Radigan

Cash
Working
Capital

Required
Net

Lag (Lead)
Proforma
Test Year
Amount' D CoI.C |.D I.B °  o I.F

Revenue
Lag (Lead)

D

Expense
Lag (Lead)

Da

Lead/Lag
Factor
of. E/ 6D s ri son

(C)(A) (B) (D) (F) (G)(E)

S $

1.85
21 .24
21 .18
9.25

14.34
20.70
11.27
(2.10)
8.83

(8.88)

0.005082
0.058205
0.058041
0.025356
0.039301
0.056725
0.030890

(0.005740)
0.024205

(0.024316)
0.067356
0.068725
0.115931
0.082561
0.112561
0.635849

49.58
49.58
4958
49.58
49.58
49.58
49.58
49.58
49.58
49.58
49.58
49.58
49.58
49.58
49.58
49.58

24.58
25.08
42.31
30.13
41 .08

232.08

3892
63894

559
22921
8625

64136
1 569

(2 1 es)
224

(7846)
259639
139.014
177900
57018
5963

1 12936

47.73
28.34
2840
40.33
35.24
28.88
38.31
51 .68
40.75
58.46
25.00
24.50

7.27
19.45
8.50

(t 82.50)

11.6149.58 37.97 0.031821

OPERATING EXPENSES
Salaries and Wages
Salaries and Wages Officers Directors
Employee Pensions and Benefits
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Repairs and Maintenance
Office Supplies
Contractual Services Engineering
Contractual Services Accounting
Contractual Services Legal
Contractual Services Management Fees
Contractual Services Other
Contractual Services Testing
Rents
Transportation
Insurance
Bad Debt Expense
Miscellaneous 16707

765972
1 097749

9630
903.964
219468

1 130637
50793

377716
9272

322676
3,854754
2.022.738
1 534531

69061 g
52973

177615
115909
525.036

213.96$ 904.378 (407276)
TAXES

General TaxesProperty'
General TaxesOther
Income Tax'

(0.45033846) $
0.13584875
0.03447889

49.58
49.58
49.58

(16437)
49.58
12.5837.0041 733 1 439

OTHER

WORKING CASH REQUIREMENTTOTAL s 1 4 8 0 8 1 6 1 $ 519146

$

$ 519146

Test Year Cash Working Capital

Increase(decrease) in Cash Working Capital

'At proposed rates.
R E  A P H E D  L E  1

B 2  page  2

Line
8 9
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
3
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51



EPCOR Water Ar izona, Inc. - San Tan Wastewater Distr ict
Test Year Ended August 31, 2019

Income Statement

Exhibit
Supplemental Schedule C1
Page 1
Witness: Radigan

Adjusted
with Rate
Increase

Test Year
Adjusted
Results

RUCO
Proposed

Rate
Increase

Test Year
Book

Results

Company &
RUCO

Adjustments

$$ 5659 $ 19008838407060 $ 19,003179 as18596,119
Revenues

Flat Rate Revenues
Metered Revenues
Other Revenues

s $ 5659 $
429743

19438581$
429743

19025862
429743

19432922407,060 $
Operating Expenses

$s$

(190732)
584

481

3 8 1 8

(1 613267)
(5076)

(43,755)

Engineering
Accounting
Legal
Management Fees
Other
Testing

(782765)

765972
1097,749

9G30
903964
219468

1130637
50793

377716
9272

322676
3,854754
2022,738
1534531

690619
52973

177615

956703
1097165

9630
903,483
219468

1130637
46975

377716
9272

1935943
3859830
2,066493
1534531
1473384

52973

177,615 765972
1 097,749

9630
903964
219468

1130637
50793

377716
9272

322676
3854754
2022738
1534531

690619
52973

177,615
Expense Amortization
Expense Other

34(135892)
71109

251 767
525,036

4786549

71,109
115875
525036

4614723

71109
115909
525036

4614723(171 826)

Line

M
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

864848

Salaries and Wages
Salaries and Wages . Officers Directors
Employee Pensions and Benefits
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Repairs and Maintenance
Office Supplies
Contractual Services
Contractual Services
Contractual Services
Contractual Services
Contractual Services
Contractual Services
Rents
Transportation
Insurance
Regualtory Comm.
Regualtory Comm.
Bad Debt Expense
Miscellaneous Expense
Depreciation and Amortization
Taxes Other Than Inocme
Property Taxes
Income Tax

88
59982

904378
41733

39442(18249) 904290
(18249)

s (2917237) s
s 3324297 $

$
$

S
$

$
$

19433889
(967)

19493993
(55412)

22351 126
(3325264)

60103
(54445)

123297

135666
28113
61 240

(269,694)

135666
28113
(62057)

(269694)

135666
28113
61240

(269694)

S
$

s
$

123297
3447594

$
$

. $
(54445)  $

(44676)
(100088)

(167973)
(3493237)

(44676) S
( 45643)  $

Total Operating Expenses
Operat ing Income
Other Income (Expense)

Interest Income
Other income
Interest Expense
Other Expehse
Gain/Loss Sale of Fixed Assets

Total Other Income (Expense)
Net Profit (Loss)

RECAP SCHEDULES!
A 1

SUPPORTING SCHEDULES:
C1 page 2
E 2

32
33
34
35
36
37
38
39
40
41
42
43

44
45
46
47
48



EPCOR Water Arizona, Inc. San Tan Wastewater Distr ict
Test Year Ended August 31 2019
Income Statement
RUCO Proposed

Exhibit
Supplemental Schedule C1
Page 2.1
Witness: Radigan

§_2 53.1 §
Intentionally

Left
Blank

Revenue
Annualization

Property
Taxes

Bad
Debt Expense

LABEL>>>>>
Test Year

Book
Results Deoreciaiion

Billing
Adiustmem

Revenues
Flat Rate Revenues 32961677444$$ 18596119

Misc Service Revenues
77444 $$$$$ $ 329616 s

429743
19025,862

Operating Expenses
$

509
584

481

3,818
Engineering
Accounting
Legal
Management Fees
Other
Testing

956,703
1097165

9630
903.483
219,468

1130637
46975

377716
9272

1935943
3859830
2086493
1534531
1473384

52973
177615

Expense Amortization
Expense . Other

(135892)
71 109

251767
525036

4786549 (171826)

39442864848

Salaries and Wages
Salaries and Wages Officers Directors
Employee Pensions and Benefits
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Repairs and Maintenance
Office Supplies
Contractual Services
Contractual Services
Contractual Services
Contractual Services
Contractual Services
Contractual Services
Rents
Transportation
Insurance
Regualtory Comm.
Regualtory Comm.
Bad Debt Expense
Miscellaneous Expense
Depreciation and Amortization
Taxes Other Than Inocme
Property Taxes
Income Tax

77444
(171826) s
171826 $

$
$

s
s

5392
324225

(135892) $
135892 $

$
$

39442 $
(39442) $

22351 126 s
(3325264)  $

135666
28113

(62057)
(269694)

$
s

$
s

$
s 324225

s
s

$
$ 77444171826 135892

s
(39442) $

(167973) $
( 3493237)  $

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income
Interest Expense
Other Expense
Gain/Loss Sale of Fixed Assets

Total Other Income (Expense)
Net Profit (Loss)

SUPPORTING SCHEDULES:
C 2
E 2

Line

ML
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
25
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

45
46
47
48



Exhibit
Supplemental Schedule C1
Page 2.2
Witness: Radigan

1 9 1 1

Income tax

2
Normalize

Contractual
Services

RUCO
Proposed

Rate
Increase

Adjusted
with Rate
Increase

Interest
Svnch.

RUCO
Test Year
Adjusted
Results

Test Year
Adjusted
Results

Z
Normalize

Management
Fees

§
Mamagement

Fees
Not Recorded

RUCO
Adiustments

$ 19003,179 5659 s 19008838

$$$ $
429743

s  19432922s

s 19003179 s
$ .

429743
s 19432922 S

429743
19,438581

$ s

5659 $

$

(191241)

(826698)
268.0281 574774

(786568)
(1847877)

(43755)

(457753) (325012)

765972
1 ,097749

9630
903.964
219468

1.130.637
50793

877716
9272

322,676
3,854754
2022738
1534531

69061 g
52973

177615

957213
1,097749

9630
903964
219468

1130.637
50793

377716
9272

1109244
5702632
2066493
1534531
1015631

52973

177615 765972
1097749

9630
903964
219,468

1130637
50793

377716
9,272

322,676
3854754
2022738
1534,531

690619
52973

177615

34
71109

115909
525036

4614723

71 109
115.875
525036

4614723

71109
115875
525036

4614723

781 736
88

59982
904378

41,733
904290

(799985)(799985)
904290
(18249)

$
s

$
$

(2412717)
2412717

$
$

(799985)
799985

$
$

$
$

(1284451)  $
1284451 $

$
$

$
$

19483889
(967)

21 848607
(2413685)

19493993
(55412)

60103
(54445)

268028 $
(268028) $

1574774 $
(1574774)  $

123297

135666
28113
61 240

(269694)

135666
2a113
61 240

(269694)

135666
28113
61 240

(269694)

$
s

$
$2412717799985

$
$

$
$

$
$

$
$1284451

$
$

123297
123297

(44676)
(100088)

$
(268028) $

$
( 1574774)  $

$
(54445) $

(44676)
(2458361 )

(44676)
(45643)

RECAP SCHEDULES:
C1 page 1



EPCOR Water  Ar izona, Inc. San Tan Wastewater  Dist r ict
Test Year Ended August 31 2019

Adjustments to Revenues and Expenses

Exhibit
Supplemental Schedule C2
Page 1
Witness: Radigan

Subtotal
Adustments to Revenues and Expenses

l 2
Normalize

Management
Fees

Bad
Debt Expense

Revenues

34 (900000) (899966)Expenses

Operating
Income 900000 899966(34)

Interest
Expense

Other
Income /
Expense

Net Income 900000 899966(34)

Subtotalz
Adustments to Revenues and Expenses

3 § § QQ

Eliminate
Athena

Adj. to Office
Rent

Legal
Fees

Club at Oasis
Pavment

Payroll
Costs

Sludge
Disoosal

Revenues

(43755)(786568) (2294454)(191241)(947877) (156107)Expenses (168905)

Operating
Income 2294454947877 168905156107786568 19124143755

Interest
Expense

Other
If come /
Expense

Net Income 786568 3194420168905 43755 191241947877 156107

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

39
40
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Witness: Radigan

EPCOR Water  Ar izona, Inc. San Tan Wastewater  Distr ict
Test Year Ended August 31 2019

Adjustment to Revenues and Expenses
Adjustment Number 1

Bad Debt Expense

Proposed Rates
$ 19438581

0.5ee3%
$
$
$

Present Rates
$ 19432922

0.5963%
115,875
251 767

(135892)
115909
115,875

34

S
$

S

Revenues
Bad Debt Expense Rate (historical 3year avergae)
Bad Debt Expense at Present Rates
TY Bad Debt Expense
Increase (decrease) in Bad Debt Expense at Present Rates
Bad Debt Expense at Proposed Rates
Adjusted TY Bad Debt Expense
Increase in Bad Debt Expense at Proposed Rates

34$ (135,892) $Increase(decrease) Bad Debt Expense

34$ (135892) $Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULES
Work Papers



Exhibit
Schedule C2
Page a
Witness: Radigan

EPCOR Water  Ar izona, Inc. San Tan Wastewater  Distr ict
Test Year Ended August 31 2019

Adjustment to Revenues and Expenses
Adjustment Number 2

Normalize Management Fee Labor

$ 1 727694Co. Request

RUCO Recommendation $

$

827,694

(900000)Increase (decrease) in Contractual Services Management

$ (900,000)Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULES
Work Papers



Exhibit
Schedule C2
Page 4
Witness: Radigan

EPCOR Water  Ar izona, Inc. San Tan Wastewater  Distr ict
Test Year Ended August 31 2019

Adjustment to Revenues and Expenses
Adjustment Number 3

Pavroll and Benefits

$Co. Normalized Labor
Co. Normalized Benefits

3399809
293523

$ 3,693,332
$RUCO

RUCO Benefits
2511 ,078

234377
s 2745455

$increase (decrease) in Contractual Services Management (947877)

$Increase (decrease) in Contractual Services Management (947877)

$Adjustment to Revenue and/or Expense (947,877)

SUPPORTING SCHEDULES
Work Papers
H 1



Exhibit
Schedule C2
Page 5
Witness: Radigan

EPCOR Water  Ar izona, Inc. San Tan Wastewater  Distr ict
Test Year Ended August 31 2019

Adjustment to Revenues and Expenses
Adjustments Number 46

Normalize Contractual Services

Contractual Services Legal

$
$
$

322676
1 069,115
1 935,943

2017 Contractual Services Legal
2018 Contractual Services Legal
2019 Contractual Services Legal

Co. Recommendation $ 1109244

RUCO Recommendation $ 322,676

$ (786,568)Increase (decrease) in Contractual Services Legal Adj No. 4

Rents

2017 Rents
2018 Rents
2019 Rents

$
$
$

620217
953292

1 473384

$ 1015,631Co. Recommendqtion

Adi No. 5
Adj No. e

Adjustment to Oitice Rent
Eliminatet Athena Rent
RUCO Recommendation

$
$
$

(156107)
(168905)
690,619

sIncrease (decrease) in Rents (325,012)

$Adjustment to Revenue and/or Expense (1,11 1,580)

Reference
E 2
Testimony



Exhibit
Schedule C2
Page 6
Witness: Radigan

EPCOR Water  Ar izona, Inc. San Tan Wastewater  Distr ict
Test Year Ended December 31, 2001

Adjustment to Revenues and Expenses
Adjustment Number 7

Club at Oasis

Co. Recommendation $ 85755

RUCO Recommendation $ 42000

Increase (decrease) in Contrct Services Other $ Adj No. 7(43755)



EPCOR Water Arizona, Inc. - San Tan Wastewater Distr ict Exhibit
Schedule C2
Page 10
Witness: Radigan

Test Year Ended August 31 2019
Adjustment to Revenues and Expenses

Adjustment Number 9

Sludge Removal Expense

Co. Recommendation $ 956703

RUCO Recommendation $ 765,462

Adj No. 8Increase (decrease) in Contrct Services Other $ (191,241)



EPCOR Water Arizona, Inc. - San Tan Wastewater District
Test Year Ended August 31, 2019

Computation of Gross Revenue Conversion Factor

Exhibit
Supplemental Schedule C3
Page 1
Witness: Radigan

Description
Combined Federal and State Effective Income Tax Rate

Percentage
of

Incremental
Gross

Revenues
24.8710%

1 .16s6%

0 .4480%

Property Taxes

Bad Debt Expense

26.4825%Total Tax Percentage

73.5175%Operating Income % = 100% Tax Percentage

1 .3602
1 = Gross Revenue Conversion Factor

Operating Income %

RECAP SCHEDULES:
A 1

SUPPORTING SCHEDULES:
C3, page 2

Line

e
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42



EPCOR Water Arizona Inc. San Tan Wastew ater Dls t rlc t
Test Year Ended August 31 2019

Summary of Cost of Capital

Exhibit
Supplemental Schedule D1
Page 1
Witness: Radigan

Consolidated Capital Structure of Water and Wastewater Districts

End of Test Year End of Proiected Year Proposed

Line

M

Cost
Rate
4.35%

Cost
Rate
4.35%

weighted
Cost

1 .84%

Weighted
Cost

1 .84%

Weighted
Cost

4.74%

Percent
of

Total
42.31 %

Percent
of

Total
42.31 %

Percent
of

Total
50.28%

Cost
Rate
9.430%

Dollar
Amount
2 148057

Dollar
Amount
2 148,057

Dollar
Amount

839107
Item of Capital
LongTerm Debt

N/A N/A150.28% 5.35%N/A N/A 57.69% 9.28%57.69%2.928.892 2928892(250B005)Member Equity

N/A 7.19%100.00%100.00% 100.00%Totals N/A 5076949 5.076.949(1 .6688981

Company proposes an operating margin tor both divisions instead of rate of return.

pp  R  IN E D L E :
D 1
D 3
D 4
E 1
Testimony
Work Papers

1
2

a
4
5

6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30



EPCOR Arizona, Inc. - San Tan Wastewater District
Test Year Ended August 31, 2019

Revenue Summary
With Annualized Revenues to Year End Number of Customers

Exhibit
Supplemental Schedule H1
Page 1
Witness: Radigan

RUCO - Recommended Revenue Increase

Line
Class

Proposed
Revenues

Dollar
Chanqe

Percent
Chanqe

Present
Revenues

$ $ 0.03%
0.03%
0.03%
0.03%
0.03%

10
5,308

21
0
0

Meter
8 4

5/8x3/4 Inch
3/4 Inch
1 Inch

1.5 Inch
2 Inch

Residential
Residential
Residential
Residential
Residential

$
$
$
$
$

34,170
17,829,646

69,886
735

1,186

34160
17,824338

69,865
735

1 185

0.03%Subtotal 17,935,62317,930,284 5,340

$3/4 Inch
1 Inch

1.5 Inch
2 Inch
3 Inch
4 Inch
6 Inch

2
4
5

26
3
8
4

51

Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial

Subtotal

0.03%
0.03%
0.03%
0.08%
0.03%
0.03%
0.03%
0.03%

$
$
$
$
$
$
$
$ $

7181
11,923
16,234
87313

9,419
27,124
12,270

171,464

7183
11 ,927
16,239
87339

9,422
27,132
12,274

171,515$

$ $1.5 Inch
2 Inch
3 Inch
4 Inch
6 Inch

1
4
4

10
8

27

Public Authority
Public Authority
Public Authority
Public Authority
Public Authority

Subtotal

0.03%
0.03%
0.03%
0.03%
0.03%
0.03%

$
$
$
$
$
$

2,206
14227
14,133
34669
25,571
90806

2,205
14,223
14,129
34659
25,563
90,779

Effluent 143 0.03%

$

$ 481036 $ 481,180

.03°0Total Revenues Before Annualization 3,5 !1

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32



EPCOR Arizona, Inc. - San Tan Wastewater District
Test Year Ended August 31, 2019

Revenue Summary
With Annualized Revenues to Year End Number of Customers

Exhibit
Supplemental Schedule H1
Page 2
Witness: Radigan

RUCO - Recommended Revenue Increase

Line
M

Revenue Annualization

Class
Present

Revenues
Proposed
Revenues

Percent
Chanqe

Dollar
Chanqe

$ 0
94

3

$
$
$

72
316,879

10,547

72
316785

10,544

0.03%
0.03%
0.03%
0.00%
0.00%

Meter

5/8x3/4 Inch
3/4 Inch
1 Inch

1.5 Inch
2 Inch

Residential
Residential
Residential
Residential
Residential

97Subtotal 0.03%327,401 $$

$ (0)
0

(0)
0

827,498 $

(118)
493
(61)
395

( 118)  $
493 $
( 61)  $
395 $

3/4 Inch
1 Inch

1.5 Inch
2 Inch
3 Inch
4 Inch
6 Inch

0

0.00%
0.03%
0.00%
0.03%
0.00%
0.00%
0.00%
0.03%

Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial

Subtotal $ 7 0 9 SB709 $

0

1.5 Inch
2 Inch
3 Inch
4 Inch
6 Inch

0

Public Authority
Public Authority
Public Authority
Public Authority
Public Authority

Subtotal

0.00%
0.00%
0.00%
0.03%
0.00%
0.03%$

1,507

1,507 $

1,507 $

1507 $

98 0.03%Total Revenue Annualization 329616 $$ 329,714 $

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

32



EPCOR Arizona, Inc. - San Tan Wastewater District
Test Year Ended August 31 2019

Revenue Summary
With Annualized Revenues to Year End Number of Customers

Exhibit
Supplemental Schedule H1
Page 3
Witness: Radigan

RUCO - Recommended Revenue Increase

L ine

M
Present
Revenues

Proposed
Revenues

Dollar
Chanqe

Percent
Chanqe

$$$ 0.03%
0.03%
0.03%$$$

5,561
98

5,659

18,679,124
329714

19,008,838

18,673563
329616

19,003,179

$ 429743 $ 429,743 0.00%
0.00%
0.03%5,659$ 19432922 $ 19438,581 $

$ 18,673,563
$ 18596119

77,444

18673563$
$

0.00%
0.00%

$

YES

1

2

3 Subtotal Wastewater Revenues
4 Subtotal Revenue Annualization
5 Total Revenues
6
7 Misc. Revenues
8 Reconciling Amount (Tolerance)
9 Total Wastewater Revenues
10
11
12 Revenue Reconciliation
13 Revenues per Bill Count before Anualization
14 Revenue Per GL
15 Billing Corrections (reflected on C1)
16
17 Adjusted GL Revenues
18 Difference
19
20 Difference %
21 Tolerance %
22 Tolerance Amount + or
23
24 Acceptable?
25
26



EPCOR Arizona, Inc. San Tan Wastewater District
Test Year Ended August 31 2019

Customer Summaiy

Exhibit
Suppl mental Schedule H2
Page 1
Witness: Radigan

RUCO Proposed Rates

Line
Averaqe Bill

Present Proposed
Rates Rates

Proposed Increase
Dollar Percent

Amount Amount
$ 36.11

39.24
49.27

0.01
0.01
0.01

36.12
39.25
49.28

$
$
$

$
$
$

5/8X3/4 Inch
3/4 Inch
1 Inch
1.5 Inch
2 Inch

0.03%
0.03%
0.03%
0.00%
0.00%

Meter Size. Class
Residential
Residential
Residential
Residential
Residential
Subtotal

(3)
Average

Number of
Customers

at
10/8/2021

79
37853

118
1
1

37.973

$ 0.03%
0.03%
0.03%
0.03%
0.03%
0.03%
0.03%

0.01
0.01
0.02
0.03
0.12
0.22
0.30

3/4 Inch
1 Inch
1.5 Inch
2 Inch
3 Inch
4 Inch
6 Inch

89.25
49.28
61 .28
98.80

392.58
753.67

1 022.82

$
$
$
$
$
$
$

39.24
49.27
61 .26
98.77

392.46
753.45

1 022.52

Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Subtotal

1 5
20
22
74

2
3
1

137

$$ 0.00%
0.03%
0.03%
0.03%
0.03%

0.03
0.12
0.22
0.30

1.5 Inch
2 Inch
3 Inch
4 Inch
6 Inch

98.80
392.58
753.67

1022.82

99
392
753

1 ,023

$
$
$
$
$

Public Authority
Public Authority
Public Authority
Public Authority
Public Authority
Subtotal

3
4
2
9

Total 38120

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27 (a) Average number of customers of less than one (1 ) indicates that less than 12 bills were issued during the year.



EPCOR Ar izona, Inc . - San Tan Wastewater  Dis tr ic t
Test Year Ended August 31, 2019

RUCO Present and Proposed Rates

Exhibit
Supplemental Schedule H3
Page 1
Witness: Radigan

Present
Rates

Proposed
Rates

Percent
Chanqe

$ $

Month ly  Usage Charge for :
All Classes
5/8 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Inch
10 Inch

0.03%
0.03%
0.02%
0.03%
0.03%
0.03%
0.03%
0.03%
0.03%
0.03%

36.11
39.24
49.27
61 .26
98.77

392.46
753.45

1,022.52
1,490.50
2,143.03

36.12
39.25
49.28
61.28
98.80

392.58
753.67

1 ,022.82
1 ,490.94
2,143.67

0.00%$$ 0.68
221.58

0.6800
221.58

Effluent Rate (per, 1000 gallons)
Effluent Rate (per, acre foot gallons)

N/T = No Tariff

Line

1
2
1
2
3
4
5
6
7
8
9
8
9
10
11
12
13



EPCOR Arizona, Inc. San Tan Wastewater District
Changes in Representative Rate Schedules

Test Year Ended August 31 2019

Exhibit
Supplemental Schedule H3
Page 2
Witness: Radigan

Proposed
Rates

$ 25.00
remove

Ia)
(a)
(b)
(c)
(C)

$ 25.00
1.50%

$ 40.00

Line
Other Service Charges

1 Establishment
2 Establishment (After Hours)
3 Deposit Requirement (Residential)
4 Deposit Requirement (Non Residential Meter)
5 Deposit interest
6 ReEstablishment (With-in 12 Months)
7 ReEstablishment (After Hours)
8 NSF Check
9 Deferred Payment Per Month
10 After hours service charge, per Rule R142603D

Present
Rates

$ 25.00
$ 40.00

(a)
(a)
(b)
(c)
(C)

$ 15.00
1.50%

Refer to
Above

Charges
1.5%

$ 350.00
Cost

1.5%
$ 350.00

Cost

(d) (d)

11 Late Charge per month
12 Service Line Connection Charge
13 Main Extension Tariff ,  per Rule R142-606B
14 except refunds shall be based upon five percent (5%) of
15 gross revenues from bonafide customers,
16 until all advances are fully refunded to Developer.
17 Offsi te Faci li ties Hookup Fee (See H3, page 3)
18
19
20 (a) Residential - two times the estimated average monthly bill. Nonresidential two and onehalf times the estimated
21 maximum monthly bill.
22 (b) Interest per Rule R142603(B).
23 (c) Minimum charge times number of full months off the system. per Rule R142603(D).
24 (d) New wastewater installations. May be assessed only once per parcel, service connection, or lot within a sub
25 division. Purpose is to equitably apportion the costs of constructing additional offsite facilities.
26
27
28
29
30
31 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
32 ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
33 TAX. PER COMMISSION RULE 142608D(5).
34 ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS,
35 AND ALL APPLICABLE TAXES, INCLUDING ALL GROSSUP TAXES FOR INCOME TAXES, IF APPLICABLE.
36
37 All advances and/or contributions are to include labor, materials and parts, overheads and all applicable taxes.
38 including all grossup taxes, if applicable.



EPCOR Arizona, Inc. - San Tan Wastewater District
Test Year Ended August 31, 2019

Hook-Up Fees

Exhibit
Supplemental Schedule H3
Page 3
Witness: Radigan

Off-s ite Fac il i t ies  Hook-up Fee

$$
Lateral Service
4 Inch
6 Inch
8 Inch or greater

Proposed
Charde

3,900
8,775

15,600

Present
Charge

3,900
8,775

15,600

REFERENCE
Decision 77507 (December 17, 2019)

Line

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

33
34
35
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EXECUTIVE SUMMARY

RUCO recommends that the Commission adopt a 7.19 percent overall rate of return for
EPCOR Water Arizona, Inc. - San Tan Water and Wastewater Districts ("EWAZ San Tan,"
or "Company"), based upon (i) a projected capital structure comprised of 42.31 percent
Long-Term Debt, and 57.69 percent Common Equity, (ii) a 4.35 percent cost of Long-Term
Debt, and (iii) RUCO's recommended 9.28 percent cost of common equity, as shown
below:

Weighted Cost
1.84 %
5.35 %

Weight
42.31 %
57.69 %

Cost
4.35 %
9.28 %

Long-Term Debt
Common Equity

Overall Rate of Return 7.19 %

RUCO obtained updated common equity cost estimates for a proxy group of eight sample
companies employing three cost of equity estimation models: the Constant Growth
Discounted Cash Flow Model ("DCF"), the Capital Asset Pricing Model ("CAPM"), and the
Comparable Earnings Model ("CE"). The range of estimates obtained from each of the
three models employed by RUCO are as follows:

Rance
8.76% - 9.14% (8.95% mid-point)
7.69% - 7.69% (7.69% mid-point)
10.08% - 10.28% (10.18% mid-point)

Cost of Equity Estimation Model
Discounted Cash Flow ("DCF")
Capital Asset Pricing Model ("CAPM")
Comparable Earnings ("CE")

RUCO's 9.28 percent recommended cost of equity represents a weighted cost rate
obtained by assigning a 50.0 percent weight to estimates obtained from the DCF model,
a 10.00 percent weight to estimates obtained from the CAPM, and a 40.0 percent weight
to estimates obtained from the CE, as follows:

Indicated Cost
8.95 %
7.69 %

10.08 %

Weiqht Factor
50.00 %
10.00 %
40.00 %

Weiqhted Cost
4.48%
0.77 %
4.03 %

Discounted Cash Flow
Capital Asset Pricing Model
Comparable Earnings

8.91 %Average Cost of Equity

9.28 %RUCO Recommended Cost of Common Equity

As shown, RUCO adopts estimates obtained from the midpoint of the range from the DCF
model. This represents a departure from the methodology employed by RUCO in direct
testimony. For purposes of its analysis, RUCO continues to adopt estimates obtained
from the high end of the range from the CAPM, RUCO continues to adopt the lower median
CE estimate, believing this to be a more representative equity cost estimate at this time.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

For reasons to be discussed in surrebuttal testimony of RUCO witness, Mr. Frank Radigan,
setting rates on the Company's proposed 6.11 percent operating margin is improper, as it

-i



Surrebuttal Testimony of John A. Cassidy
EPCOR Water Arizona, Inc. - San Tan Water and Wastewater Districts
Docket Nos. WS01303A200025 et al.

1 effectively compensates the company for an investment in plant which has not yet been
made.2

ii-



Surrebuttal Testimony of John A. Cassidy
EPCOR Water Arizona, Inc. - San Tan Water and Wastewater Districts
Docket Nos. WS01303A200025 et al.

INTRODUCTION

Please state your name, occupation, and business address.

I .

Q.

A. My name is John A. Cassidy. I am a Public Utilities Analyst V employed by the

Residential Utility Consumer Office ("RUCO"). My business address is 1110 West

Washington Street, Suite 220, Phoenix, Arizona 85007.

Q. Are you the same John A. Cassidy who filed direct cost of capital testimony

on behalf of RUCO in this proceeding?

A. Yes, I am.

Please state the purpose of your testimony.Q.

A.

orTan,"

The purpose of my testimony is to present RUCO's updated recommendations for

the establishment of a fair value rate of return for EPCOR Water Arizona, Inc. - San

Tan Water and Wastewater Districts ("EWAZ San

"Company"). Additionally, I will respond to the rebuttal testimony of Company

witness, Mr. Thomas J. Bourassa.

Q. Please summarize RUCO's updated cost of capital recommendations for

EWAZ San Tan in this rate proceeding.

A. RUCO continues to recommend that the Commission adopt a 7.19 percent overall

rate of return for EWAZ San Tan, based upon (i) a projected capital structure

comprised of 42.31 percent Long-Term Debt, and 57.69 percent Common Equity,

(ii) a 4.35 percent cost of Long-Term Debt, and (iii) RUCO's recommended 9.28

percent cost of Common Equity, as shown below:

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26
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Docket Nos. WS01303A200025 et al.

Cost
42.31 %
57.69 %

1.84 %
5.35 %

Weighted Cost
4.35 %
9.28 %

Weight
Long-Term Debt
Common Equity

1

2

3

4

5 Overall Rate of Return 7.19 %

The computation of RUCO's recommended 7.19 percent overall rate of return for

EWAZ San Tan is presented in Surrebuttal Schedule JAC-1 .

Q. Briefly summarize the results obtained from RUCO's updated (i) Constant

Growth DCF, (ii) CAPM, and (iii) Comparable Earnings (CE) analysis.

A.

6

7

8

9

10

11

12

13

14

The range of estimates (i.e., high, low and mid-point) obtained from each of the

three models employed by RUCO in its updated cost of equity analysis are as

follows:

15

16
17
18
19

Rance
8.76% - 9.14% (8.95% mid-point)
7.69% - 7.69% (7.69% mid-point)
10.08% - 10.28% (10.18% mid-point)

Cost of Equity Estimation Model
Discounted Cash Flow ("DCF")
Capital Asset Pricing Model ("CAPM")
Comparable Earnings ("CE")

RUCO's updated DCF cost of equity results are presented in Sur rebuttal Schedule

JAC-3 (Pages 1-4). RUCO's updated CAPM results are presented in Surrebuttal

Schedule JAC-4 (Pages 1-2). RUCO's updated Comparable Earnings equity cost

estimates are presented in Surrebuttal Schedule JAC-5.

Q. Br ief ly descr ibe the der iv at ion of  RUCO's  recommended 9.28 percent

weighted average cost of equity.

A.

20

21

22

23

24

25

26

27

28

29

30

RUCO's updated 9.28 percent recommended cost of equity represents a weighted

cost rate obtained by assigning a 50.0 percent weight to estimates obtained from

the Constant Growth Discounted Cash Flow (DCF) model, a 10.00 percent weight

2-
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1

2

3

to estimates obtained from the Capital Asset Pricing Model (CAPM), and a 40.0

percent weight to estimates obtained from the Comparable Earnings (CE) model,

as follows:

Weiqhted Cost
4.48%
0.77 %
4.03 %

Weiqht Factor
50.00 %
10.00 %
40.00 %

Indicated Cost
8.95 %
7.69 %

10.08 %

Discounted Cash Flow
Capital Asset Pricing Model
Comparable Earnings

4

5
6
7
8
9

10
11
12 9.28 %

Average Cost of Equity 8.91 %

RUCO Recommended Cost of Common Equity

The computation of RUCO's recommended 9.28 percent weighted average cost of

equity for EWAZ San Tan is presented in Surrebuttal Schedule JAC-2.

SJW Group added to RUCO's Proxy Group

Q. For the reasons noted in direct testimony,' RUCO prev iously excluded SJW

Group (Ticker: SJW) from its proxy group of companies. In updating its cost

of equity analysis in Surrebuttal, does RUCO now include SJW in its proxy

group of publicly-traded water utility companies?

A. Yes. In its July 9, 2021 update to the water utility industry Value Line reinstated

SJW's Timeliness and Technical rankings, both of which had previously been

suspended due to the recent merger with Connecticut Water. Thus, for purposes

of its updated Surrebuttal analysis RUCO's recommended cost of equity is based

upon estimates obtained from a proxy group of eight (8) publicly-traded water utility

companies, not the seven (7) company proxy group employed by RUCO in direct

testimony.

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

1 Cassidy Direct p. 18 lines 10-12.
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Change in RUCO's DCF methodology

Q. As shown above, in updating its analysis RUCO employed the 8.95% midpoint

estimate as its DCF derived indicated cost of equity. This represents a

departure from the methodology employed by RUCO when filing direct

testimony, wherein RUCO employed the DCF estimate obtained at the high

end of the range as its DCF indicated cost rate. Please explain the rationale

for RUCO's change in methodology when updating its DCF equity cost

analysis in sur rebuttal testimony.

A. As shown in Column D, line 11, of Surrebuttal Schedule JAC-3 (Page 4 of 4), the

highest DCF estimate obtained in RUCO's updated equity cost analysis is the 9.14

Column H, line 9, (7.34% + 1.79%

percent composite-mean estimate obtained from historical per share growth rates,

which represents the sum of the 7.34% sample mean historical per share growth rate

shown in Column D, line 9, and the sample mean 1.79% expected dividend yield shown in

9.14%). Further review of Surrebuttal Schedule

JAC-3 (Page 4 of 4) reveals that the 7.34 percent sample mean historical per share

growth rate significantly exceeds all other estimates of dividend growth presented

on line 9, Columns B-G, and this can be attributed to the 11.3 percent historical per

share growth rate for SJW (Column D, line 7) being significantly higher than that of

the other companies in RUCO's proxy group.

in Surrebuttal Schedule JAC-3 (Page 2 of 4).

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

The historical per share growth rates shown in JAC-3 (Page 4 of 4) are derived from

Value Line estimates of historical 5-year EPS, DPS, and BVPS growth presented

A review of JAC-3 (Page 2) shows

that because SJW Group experienced negative EPS growth over the last 5-year

4-
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period,2 the 11.3 percent average historical per share growth rate for SJW gives

consideration only to a 10.0 percent DPS growth rate and a 12.5 percent BVPS

growth rate, as the Constant Growth DCF model does not allow for consideration

of negative growth. The following is a comparison of SJW's actual 11.3 percent

5-year historical per share growth rate, and hypothetical per share growth rates

1

2

3

4

5

6

7

based upon an assumed (i) 1.0 percent and (ii) 5.0 percent 5-year historical EPS

growth rate:

SJW Group
Actual
Hypothetical

8

9

10

11

12

13

5-Year Historical Per Share Growth
DPS BVPS Averaqe

N/A 10.0% 12.5% 1 1 .3%
1 .0% 10.0% 12.5% 7.8%
5.0% 10.0% 12.5% 9.2%

As shown, consideration of hypothetical 5-year EPS growth rates of 1.0 percent

and 5.0 percent would reduce historical 5-year average per share growth by 350

basis points (11 .3% - 7.8% = 3.50%) and 210 basis points (1 1 .3% - 9.2% = 2.10%),

respectively. Thus, because SJW Group experienced negative EPS growth over

the most recent 5-year period, the 11.3 percent per share historical growth rate

obtained for SJW Group is artificially inflated, and for this reason RUCO relies on

the 8.95 percent mid-point estimate, rather than the 9.14 percent estimate at the

high end of the range for its updated DCF indicated cost rate.

Q. Does RUCO give consideration to projected measures of 5-year per share

growth in the determination of its recommended DCF cost rate?

14

15

16

17

18

19

20

21

22

23

24

25

26 A. Yes.3

2 SJW Group experienced historical EPS growth of -0.5% over the most recent 5-year period. See
Cassidy Surrebuttal, Attachment A, Value Line quarterly update for SJW Group (July 9, 2021 ).
3 See Cassidy Surrebuttal Schedules JAC-3 (Page 2 of 4) and JAC-3 (Page 4 of 4), Column E.
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Q. On a going forward basis does Value Lineproject SJW Group to have positive

EPS growth over the next 5-year period?

A. Yes, as shown in JAC-3 (Page 2), line 7, Value Line projects 5-year EPS growth

of 13.0 percent for SJW Group, a significant increase over the negative 0.5 percent

historical EPS growth of the prior 5-year period. Furthermore, this 13.0 percent

projected EPS growth estimate is given full consideration in the computation of

RUCO's 7.8 percent 5-year projection of average per share growth for SJW, as

summarized below:

1

2

3

4

5

6

7

8

9

10
11
12

5-Year Projected Per Share Growth
EPS DPS BVPS Averaqe
13.0% 6.0% 4.5% 7.8%SJW Group

II.

Q.

RESPONSE TO COMPANY WITNESS, MR. THOMAS J. BOURASSA

In supplemental direct testimony, Company witness Mr. Thomas J. Bourassa

recommended that rates be set on a 6.11 percent operating margin rather than

a return on FVRB. In Rebuttal, has there been a change to the Company's

position in this regard?

A. No. As discussed in Mr. Bourassa's surrebuttal testimony,4 EPCOR San Tan

continues to propose that rates be set based upon an operating margin of 6.11

percent.

Q. In Rebuttal, does Mr. Bourassa offer a substantive critique of RUCO's DCF,

CAPM and CE cost of equity estimation analysis?

A.

13

14

15

16

17

18

19

20

21

22

23

24

25

26

No. Mr. Bourassa makes only cursory mention of RUCO's recommended cost of

equity, cost of debt, capital structure, and overall ROR/ weighted average cost of

4 Bourassa Rebuttal, p. 4 lines 26.
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5capital. Mr. Bourassa chooses to equate RUCO's recommended return to

operating margin and then draws conclus ions of  the ef fect on the Company's

f inancial condition. Mr. Bouroussa asserts that RUCO's FVRB approach would

result in operating margins of 1.65 percent and 0.015 percent for the water and

wastewater districts, respectively, with the overall combined operating margin being

0.58 percent. He further claims that the operating margins obtained from RUCO's

recommended 7.19 percent return on FVRB are "wholly  inadequate and will

severely impair EPCOR's ability to attract capital and maintain its credit rating going

forward." (emphasis added).

Q. Does  EPCOR Ut i l i t i es , In c . (" EUI" ), t h e paren t  o f  EPCOR San  Tan , h ave an

investmen t  grade credi t  rat ing?

A.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

Yes. The fo llowing summarizes the current investment grade credit ratings

assigned to EUI by both (i) Standard & Poors and (ii) DBRS:

Credit Ratinqs

A- / Stable
Standard & Poors

Long-Term Debt

DBRS
Long-Term Debt
Short-Term Debt

A (low) / Stable
R -1 (low) / Stable

15

16

17

18

19

20

21

22

23

A review of EUI's most recent Annual Report shows that EUI has maintained these

investment grade credit ratings in each of the last three years (i.e., 2020, 2019,

2018).6

24

25

26

27

5 Bourassa Rebuttal, p. 4, lines 10-13.
6 EPCOR Utilities, Inc., Management's Discussion and Analysis, for the year ended December 31, 2020 (p
26). Phttps1//www.epcor.com/aboutJDocuments/EPCOR-MDA-Q4-2020.pdf
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1 Q.

2

EUI is owned by the City of Edmonton, Alberta, Canada. What is the current

Standard & Poor's credit rating assigned to the City of Edmonton?

A.3

H 7
4

As reported in the City of Edmonton's 2020 Annual Report, Standard & Poor's "held

the City to a credit rating of AA with a stable outlook.

5

6 Q.

7

8

In light of the above, is there reason to believe that rates established based

upon RUCO's recommended 7.19 percent return on FVRB would "severely

impair EPCOR's ability to attract capital and maintain its credit rating going

9

A.10

11

12

13

118
14

for/ard?"

No, and for two reasons. First, as noted above both EUI and the City of Edmonton

have investment grade credit ratings, with Standard & Poor's A- ranking for EUI

demonstrating a "Strong capacity to pay interest and repay principal," and the AA

rating for the City of Edmonton demonstrating a "Very strong capacity to pay interest

and repay principal. Second, EPCOR was awarded a $45 million Acquisition

15 Premium when acquiring its San Tan utility operations from Johnson Utilities. This

16

17

circumstance would reasonably be expected to mitigate against a credit

downgrade, as ratepayers will soon be asked to pay for this in rates.

Moreover, Mr. Bouroussa has not provided any support or proof that assigning a

return would result in a credit downgrade. The truth is, at best, Mr. Bouroussa's

conclusion is speculation.

18

19

20

21

22

23

7 City of Edmonton, Alberta, Canada, 2020 Annual Report, for the year ended December 31, 2020 (p 57).
https://www.edmonton.ca/sites/default/files/public-files/documents/2020_Financial_Annual_Report.pdf
8 Parcell, David C., "The Cost of Capital - A Practitioner's Guide," prepared for the Society of Utility and
Regulatory Financial Analysts (SURFA) 2010 Edition (p 73).

8_



Surrebuttal Testimony of John A. Cassidy
EPCOR Water Arizona, Inc. - San Tan Water and Wastewater Districts
Docket Nos. WS01303A200025 et al.

Q. What is Staff's recommendation as to how the Company's rates should be

established in this proceeding?

A. Staff adopts the Company's proposal to set rates based upon an operating margin

of 6.11 percent.9

III.

Q.

CONCLUSION AND RECOMMENDATIONS

Please summarize RUCO's updated cost of capital recommendations for

EWAZ San Tan in this proceeding.

RUCO recommends that the Commission adopt the following:

1) A projected capital structure comprised of 42.31 percent long-term debt, and

57.69 percent common equity,

A 4.35 percent embedded cost of long-term debt,

A 9.28 percent cost of common equity, and

An overall rate of return of 7.19 percent.

2)

3)

4)

Q. Does this conclude your Surrebuttal testimony?

1

2

3

4

5

6

7

8

9 A .

10

11

12

13

14

15

16

17

18 A . Yes, it does.

9 Carranza Direct pp. 5-6.
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CUlR"IL;POSITI0N 2019 2020 8/31/21 52% 57% 40% 50% 50% 58% 68% 56%

Cash Assets 91 576 QQ BUSINESS: American Water Works Company. Inc. Is the largest
Accts RE08ivHbl8 a21 274 investorowned warm and wastewater utility In the U.S., provldng

I ppr t 15 rnlllI l 4 s t a . n o
Cwrenthssels 1285 1900 7 3 8 I31'°8'l§1s agggsdYuniclpairgn °°°?1°m1I1.8, 1,334 w1{L'°8.i

D 4 1611 1426 maintenance and upkeep as well. Regu!aled operations made up
41 Le 1388 10a1 a91 86% of 2020 revenues. New Jersey isitslargestmarkelaccounllng

Current Llab. 7 8 3 2881. 2451

1 tl~4uAL(nAr18s 'Past 5Y
0 °h*§° sh 0 yrs. "9 f i r st quar ter  i ts shar e net r ose 7% on a
Revenues 9.0% 0.5% 4.5% y earover -y ear  basis.  This c ame despi te
Eamlngs 10.6% 8.0% 85% coronavirus-related costs and the suspen-
Dlvldends 11.0% 11.5% 8.5% sign of service disconnections for nonpay

i ng accounts. The uti l i ty ought to
cas Full eventually  r ec over  these f unds thr ough

ender mar.s1 Jm.ao sep.a0 Year higher rates,  however In any case thanks
2018 761 853 976 860 8440 to i ts acquisi tion policy (more below), we
2019 813 882 101a 902 8610 are maintaining our  share-net estimate of
2020 844 901 1079 923 3777 $4.25 for 2021, a 9% increase compared to
2021 2020. W e look for  the bottom line to c limb
2022 es 1200 4240 8% next year,  to $4.60, due to an expand-
cas Full ing rate base and some rate relief.

ender MHY31 Jun.30 Se 30 Dec.$1 year The water uti li ty  has a str a i gh t-
2018 .59 .91 1.08 .62 3 . 1 5  f o r wa r d  s t r a te g y  th a t  h a s  p r o ve n  to
2019 .62 .94 1.38 54 8.43 be ver y  suc c essful.  Ther e ar e appr oxi

w w 100,000 l l all . .
1.07 1.58 .07 425 watter uti li ties in 189 31.1.83 States. 11.38,

there exists a tremendous amount of  in~
Cal Full ef f ic ienc ies in the industry  Expense mar

endar Mar.31 Jll130 Year  gina can of ten be improved substantially
2017 .375 .415 .415 1.52 when ac quisi ti ons are made.  Amer  ban
2010 .415 .455 .455 1.78 W ater  W orks ought to c ontinue to pur -
2019 455 .50 1. 96 c hase many  smaller  water  di str i c ts.  I n
2020 2021,  ther e have a lr eady  been sever al
2021 .ss .6025 made,  the  la r gest  be i ng the Yor k  C i ty

Exdudos nonrecur. paul  MY Jun S 31/21;8i553bll8¢n.8.
n i n , a epiomber, )Pro ma num ere or

'.= ($0.10); and December.. my. rdnvedmeni aval1ab!o.
S.($0.01). AAP used as012014. Nexlearn (C) rn millions. (D) Includes intangibles. On
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11% 3.0% He4nl1ed 10ComEq 3.0%
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respn. for 06% of revwues in 2020; roddenllal. 39%. oommerclal
10%. industrial, wastewater & cher. 26%. Gas 35%. off. & Dr. cram
less lm 1% of the corr non stock; Vanguard. 10.1 %; BlacKRock.
10.0% (6121 proxy). Canadl8n Penslon Plan about 8.8%. Pres. a
CEO: Christopher Fianklh. Inc.: PA Addr.: 702 W Lancaster Avo.
Bryn Mawr PA 19010. To.: 6105251400. lnl.: \wvw.esaer\liaI.oo.

U t i l i t i e s a p p a r e n t l y p l a n s  o n  s p e n d i n g  $ 3  b i l l i o n ,  m o s t l y  t o  r e
r e a p  t h e  b e n e f i t s  o f  l a s t p l a c e  a n d  e x p a n d  i t s  w a t e r  a n d  g a s  i n f r a -

T h e  A q u a  A m e r i c a n  a n d s t r u c t u r e .  E x t e r n a l  f u n d s  m o s t  l i k e l y  w i l l

be required to finance a portion of theseentity) was not completed until mid outlays. A recent $400 million 10-year
offering came with a very low coupon

of 2.4%, howeverSo, we think the balance
sheet will remain stable.

Year Growth through acquisition will con-tinue to be a be strategy of the water
889.7 i been the case withcertain other large water companies, in

come generated by Essential's water busi-ness will probably increase through theprovement. Thanks to higher rates being purchasing of smaller inefficient water dis-
tricts and eliminating of the108 ness should show healthy growth this redundant costs. Six agreements are al-
ready on the books for this year, with themost significant being the $277 million
DELCORA transaction, which Barvices
about 200,000 dwelling units.go; These shares are ranked to out-to $1.80. (It should be noted that the June perform the broader market averages

.86 numbers will be comparable, on a year 2026, however, total return prospects are
relatively unattractive, at the recent quo
tation.Capital spending is projected to be
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Dnldends 7.5% 7.5% March,  2020.  So,  Essential had about only  bond
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e VALIJE LINE PIJBLISIIING LLC

SALES PER SH 7.82
"CASH FLOW" PER SH 1.87
EARNINGS PER SH .94

nlv'D§_oEcL'o PER SH .82
CAP'L SPENDING PER SH 2.40

BOOK VALUE PER SH 1a.80
COMMON SHS OUTST'G MILL 8.83

AVG ANN'L PIE RATIO 28.9
RELATIVE PIE RATIO 1.84
AVG ANN'L DN'D YIELD 8.7%
SALES (WIILL) 89.1

OPERATING MARGIN 47.0%
DEPRECIATION (SMIJ-I 8.3

NET PROFIT SMLL e.a
moons TAX RATE 40.2%

NET PROFIT MAHGIN 12.0%
WORKING CAPL ISMILL) d12.8
LONGTERM DEBT (SMILL) 105.5
SHR. EQUITY (SMILLI 121 .8
RETURN ON TOTAL CAPL 5.1%

RETURN ON SHR. EQUITY B.8%

HETAINED TO COM EQ .9%
ALL D)V'DS TO NET PROF 87%

Note: Na analyst estlmaies avalabte.
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BUSINESS: Artesia Resources Cap. operates as the
parent holding company of five regulated public utilities:
Artesia Water Company, Inc. Artesian Water Pennsylva-
nia, Inc., Anwian Water Maryland, Inc. Artesian Wastewa-
ter Management, Inc. and Arlesim Wastewater Malyland,
Inc.; and tlucc nonregulated subsidiaries: Mtesim Utility
Development, Inc., Artesian Development Corp., and Arte-
sian Storm Water Services Inc. Its principal subsidiary,
Artesian Water Company. Inc., distributes and sells water,
including water for public and private fire protection, to
residential, commercial, industrial, municipal, and utility
customers in Delaware, Maryland, and Pennsylvania. It
provides wastewater services to customers in Delaware. In
addition, it provides contract water and wastewater opera
tions, and water, sewer and internal Service Line Protection
Plans. Artesian Water produced approximately 86% of 2020
consolidated operating revenues. Has 235 employees.
Chairman, C.E.(). & President: Dian C. Taylor Address 664
Churchman Rd., Newark, DE 19702. Tel.: (302)453~6900.
Internet: www.a1tesianresources.com.

Total Debi $166.3 mm.
LT Debi $141.9 mill.
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prices associated with its December, going forward.
2020 regulatory rate case approval.  Inf rast ructure upgrades are in full
The March period represented full sw ing,  and ought
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Commission, " Water has near-term subscribers press on the brakes.

agreed to acquire the assets of HOH Utili- Mozeover, total return potential three to
.72 ties Company, a wastewater utility that five years hence is nothing to write home
.75 serves approximately 1,800 residential and about. Thus, investors with an eye to

(financial 20242026 would also be wise to hold off
details were not disclosed) comes on the on malting a capital commitment, for now.
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Cash Assets 42.7 44.6 s4.4 BUSINESS:CalifOMiR Water Semice Gmup prcvlslssrsgldaled and quired Fllo Grande Carp; West llawall Utilllles (9l08). Revenue
Other 142.0 221.4 218.0 nonregulated water service to 492,600 customers In 100 com breakdown, '20. residential, 70%; buslnoss, 18%; lndusuial 4%;

munities In the sis of Odifomla Acoourls for about 04% of total public authorities. 5%: other 3%. Off. and or. own 1% of common
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205 California Water from turning a profit. For sive intermediate to long-term spending
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3. missed our mark by $0.06. Higher Investment appeal
141. associated weather-related unctune. The

:

zas showing, as we project relatively flat year-
shareprofitFull

year

investors would
comparisons until need to pay a lo&y premium at present to

Likewise, sub-
five-year invest-

ment horizon would be wise to defer com
prospects miinments until a better entry point is

Cal ouAlm=sLv REVENUES (8 MIII.)
ender Mar.31 Jul1.30 Scp.30 Dec.31

2018 31.2 34.9 38.7 33.3
2019 30.7 33.4 37.8 82.7
2020 31.8 35.3 39.9 34.6
2021 32.5 az o 44.0 36.5
2022 34.0 30.0 4a0 a l a

Cal EARNINGSPERSHARF*
sndar Ma1.31 Jun.30 .ao Dac.31

2018 .27 .52 .74 .48
2019 .39 .49 .as .46
2020 .44 .55 .72 .47
2021 .39 .55 .73 .53
2022 .47 .57 .76 .55

Cal QUARTEHY DNIDEIIJS PAID 91

ender Mar.8 Ju .a0 Se .to Dec.31
2017 .21125 21125 2112s  22a
2018 .22375 .22375 .22a75 .24
2019 .24 .24 .24 .2562
2020 .2562 .2562 .2562 .2725
2021 .2725 .2125

(A) Diluted earrings. Next earrings report due
early August.
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7.5% 7.8% 8.7% 9.2% 9.8% 10.3% 9.8% 12.9% 10.4% 11.0% 11.5% 1 2 . 0 % Re t u rn o n S h r. E q u t t y 13.0%

7 .5 % 7.8% 8.7% 8.3% 9.6% 10.8% 9.9% 18.0% 10.4% 11.1% 11.5% 12.0% Rectum 0nComE 13.0%

1.0% 1.4% 2.4% 3.1% a s k . 4 .3% 3.8% 7.0% 5.4% 5.8% 5.5% 6 . 0 %  Re t a l n e d t o Co m f q 6.5%

2 0 2 0 3/31/21 87% 8 8 % 73% 67% 63% 5 8 % 8 2 % 4 6 % 48% 4 8 % 5 0 % 4 9 1 6  A l l D l v ' d st o n e t p ro l 5 0 %

BUSINESS: Mlddlemx Water Company engages In the ownership 2020, the Mnddlesex System accounted for 69% of operating reve
4.5 4 4 and operation of regulated water utility systems In New Jersey Dd nues. AI 12/81/20, the company had a4a employees. lnemporatedz

341 au 4. aware, and Pennsytyanla. II also operates water and wastewater

80.4 24.4 NJand Dans Middesex System provides waterservlcesto61,000 7.8%(4/21proxy).Add.:485CRoule1 SouthSuile400lolln,NJ
17.1 a4.2 retail customers, primarily kt Middlesex County. New Jersey. In 08830. To: 7:12sa+1500. InL: www.mlddlosoxwater.com.

Middlesex Water delivered mixed re- uue and earnings expansion over the pull
pammi £5fd»1e'20 suits to start 2021. For the March period, to mid-decade. Indeed, the water utillty's

revenues of $33 million, which were a operations are largely noncyclical and,
slight uptick versus the previous-year fig-
ure, came in rough; on par with our ex- ions operating conditions. its
pectation. Notably, t e advance can be at customer base should continue to widen
tributed to increased water demand in its (especially in its Delaware system), and

Full New Jersey system, as well as customer res]dentiMconune8cal water consumption
Year growth in its Delaware system. On the levels may well rise in tandem with a
138.1 other hand, earnings of $0.89 a share healthier economic backdrop.
184. ex- is  l imit ed at  t his

pensee with stock established a 8esh
150 water main break activity during the highwater mark in early June, but has
155 winer months, along with increased labor since cooled off a bit. Based on our Timeli
mu costs due to wage hikes, weighed on profit ness renldng scale, goodq iw MSEX
Year ability shares have been lowered two notches, to 8
1.% We are shaWng a nickel off our (Average), thus no longs stand out for the
2.01 current-year bottom-line estimate, to year ahead. Moreover, its forward-looking
218 $2.20 a share. The downward revision Iimonth price~WemnMgs who is sig-
220 stems mainly from the softer firstquarter nificantly stretched compared to historic

norms, indicating that
OV€l3€8l
the ecember period. Looking further out, own the water utility

.ee respectable share-net expansion is likely scribers with a three- to

.91 on tap for 2022.

. 9 8  S o l i d  l o n g - t e r m  b u s i n e s s

1 . 0 4  a r e  s t i l l  i n t a c t ,  i n  o u r  v i e w .  M i d d l e s e x  a v a i l a b l e .

is poised for moderate yearover-year reve- Nicholas R Patrikis
(C In millons. Com n sFlnandaI Siren

) Stock 881.8 Stablllty WE
Prlce Growth Persistence
Earnings Predlctablllly

T o  s u b s c r i b e  c a l l  1 8 0 0 V A L U E L I N E
o 2021 Va l e  Uno. l m . Al l  i i  h i s reserved. Factua l  m al sre l  Is ob ta i ned Num  sauces hdewd Io  be wl l ab l o  and Is prwl ded M an warrant i es o f "go kind.
THE PUBLISHER 18 NOT Ne as FOH ANY ERRORS OR ouusslonxs HEFIEIN. lhlgaublkzallnn 13 drlcly !or suwnbem own. nonaommenzlel, Intanml IIS9. o pan
a  i l may be repluduced resold. slowed a uarmmma in any pliuled aloclranio or other form or us ro: gsnemhg or mfleahg any prlrled or elaotrorn publbllliozi so fico or prorhcl.
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l on
1.85

2.8%

w m a unseal

8 0 sh a m s

1 9 8 5 0 e a se s \ r8 d o d

2 0 0 7 2 0 0 8 z one r

9.86 10.35 11.25 12.12 11.88

2.21 2.38 2.80 2.44 2.21

1.12 1.19 1.04 1.00 .at

. so 5 7 .B1 .65 .86

2.aa 8.87 6.62 3. .1

10.72 12.48 12.90 13.89 1 s. ss

16.27 1 B2 B 18.38 18.1B

19.7 23.5 33.4 26.2 8.7

1.05 1.27 1.77 1.58 1.01

2.4% 2.0% 1.7% 2 8 % 2 8 %

CA PITA L STRUCTURE as  of  3/31/21
Total Deb( $1 a79.s rill. Duo In 5 Yrs $22.4 mill.
LT  Debi  $1a0a.0 mm LT lntsres! $50.0 mm.
(LT Interest Coverage: 3.8x) W W(wsolcapul

I

P e n sl o n  A sse ts1 2 /2 0  $ 2 7 8 .1  f ri l l .
oblrg. $886.1 mll.

\pm Stock nmo.
Co m m o n  S to ck 2 9 ,7 8 0 ,0 0 8  sh s.

|W
M ARKET  CAP:  $ 1  .9  b l l l b n  M l d

Gunn£nT POSITION 2 0 1 9 2 0 2 0 a /a 1 /z1

x*=LL)C a Assets 1 7 . 9 9 . 8 1 4 . 5
A cc ts  Receivable 3 8 . 3 5 8 . 1 5 5 . 7
Ot he r 6 7 . 8 5 9 . 9 5 3 . 3

Gurrenl A ssets 1 2 2 . 0 7 5 7 . 5 "TES- .5

A c c ts  Pay able 3 4 . 9 a 4 . 2 2 5 . 8
Debt Due 2 2 . 3 7 6 . 2 7 6 . 8
O t h e r 1 /7 .4 2 4 0 . 4 1 8 7 . 8

Cu rre n t  L i a b . m u 5 . 5 ' i n

A NNUA L RA TES
d derange (par sh)
Rev enues
"Cash Flow"
Ear n ings
Di v l d e n d 5
B OOk V a l u e

P a s!
5 Yrs.

2 . 0 %
2 . 0 %

. 5 %
1 0 . 0 %
1 2 . 5 %

Est '18'20
10 '24'26

5 . 5 %
4 . 5 %

1 3 . 0 %
6 . 0 %
4 . 5 %

P e st
10 Yrs.

3 . 0 %
5 . 5 %
7 . 0 %
6 . 0 %
8 . 5 %

Fu l l
Ye a r

397.

4 2 0

5 6 4

5 8 5

6 1 5

I

I

Fu l l

Ye a r

1.a2

1 .35

2.14

2 . 0 5

2 . 6 5

F w
Ye a r

1 .04

1 .12

1 .2 0

1 .2 8

T h e  c o m p a n y  a c q u i r e d  C l e a r  W a t e r  a g e  u p s i d e  t h r e e  t o  f i v e  y e a r s
E s t a t e s '  w a t e r  s y s t e m  i n  T e x a s  d u r i n g  T h e r e f o r e ,  w e  t h i n k  p a t i e n t  s u b s c r i b e r s
t h e  p e r i o d .  T h e  d e a l

$1

C d ouAnrsaLy REVENUE$($mlII.)
o n d a r Mar.31 Jun.80 sq».an Dsc.31

2 0 1 8 75.0 99.1 1 2 4 .9 9 8 .7

2 0 1 9 7 7 .7 1 0 8 .0 1 1 4 .0 1 2 6 .0

2 0 2 0 115.8 1 4 7 .2 1 0 5 . 9 1 3 5 .6

2 0 2 1 1 1 4 .8 1 5 0 1 7 5 1 4 5 2

2 0 2 2 1 2 5 1 5 5 1 8 5 1 5 0

c u EAHNNGS PER SHARE A

e n u m Mar.81 Jun.30 Se .a0 Dec.3I
2 0 1 8 . 0 6 . 6 2 . 7 6 . 3 8

2 0 1 9 .2 1 . 4 7 .8 3 .8 4

2 0 2 0 .0 8 . 6 9 .91 . 4 6

2 0 2 1 0 g . s s . 9 0 . 5 0

2 0 2 2 . 1 8 . 7 7 1 .0 0 . 7 0

C a l QUARTERLY DNDENDS PAID BU.

e n d e r Mar.31 Jun.3l) Se .ao De c.3 1

2 0 1 7 .2175 2 1 7 5 2 1 7 5 . a 8 7 5

2018 .2 8 . 2 8 . 2 8 . 2 8

2 0 1 9 . a o . 3 0 . a 0 . 3 0

2 0 2 0 . 3 2 . 8 2 . 3 2 . 3 2

2 0 2 1 .8 4 .3 4

° g " . . I In mlllons .
(  )  Div idends  Ns lcncally  paid h ear ly  March

of 2018. Next June, September, and December. I Divd rein

March period, revenues and earnings
roughly flat on a year-over~year basis,
alight decline in water consumption and usage is poised to
weather~related onetime costs kept
OD results.
A d d i n g  i t  a l l  u p ,  w e  a r e  l o w e r i n g  o u r  t h e  o o m p a u y ' s  n o n c y c l i c a l
c u r r e n t - y e a r  s l m r e p r o f i t  f o r e c a s t .
are shaving $0.50 from our 2021 not in- the long haul.
c o m e  p r o j e c t i o n ,  t o  $ 2 . 0 5  a  s h a r e .  T o  w i t ,  W e a r e  r e i n s t s u t i n g S J W G r o u p ' s
o u r  r e v i s e d  e s t i m a t e  f a l l s  i n  l i n e  w i t h  t h e  T i m e l i n e s s  r a n k  a t  3  ( A v e r a g e )  a n d ,

e n d  o f  l e a d e r s h i p ' s  t a r g e t  r a n g e .  t h u s  e x p e c t  t h e  s t o c k  t o  b e  a  m a r k e t
2022 we think earnings  performer over the coming s ix to  12

are poised to rebound strongly, supported months. The equity's lon8tem: invest-
by recently implemented customer rate rent characteristics don't necessarily
hikes, as well as improved operating ef  jump of f  the page, either. At the recent
ficiencies. quotation, SJW shares offer merely aver-

hence.

at would be wise to wait for a more attractive
entry p int.
Nicholas R Patrikis July 9, 2021

Company 's  Flnanc lal Strength B +

Stowe Price Stability 8 0
Pr ice Grow th Pels ls tence 6 5
Ea rn i n g s P ro d l ctn b l l l l y 5 0

To subscr ibe call 1800VALUELINE
from sauces beloved lo be :Diablo and i s prwlded wi thout wavranxlas of anokhd.

pan

%TOT. HETURN 5/21
mas VLIRl7H.

s u c k INDEX
1 yr. 4 .6 68.0
a y . 7.7 54.8
sy r . 1 0 4 2 1014.2

2 0 1 6 2 0 1 7 °VALUELINEP1.IB.LLC

12.85 14.01 13.78 15.78 14.97 16.61 18.97 14.00 14.78 19.77 1 a 5 0 20.50 Revenuespersh 22.15

2.80 2.97 2.90 4.42 3.86 4.76 5.24 3.29 8.87 5.28 a .7 0 4.s o "Cas h Flow "pers h 5.30

1.11 1.18 1.12 2.54 1.85 2.57 2.85 1.82 1.35 2.14 2.05 2.65 Eamingsperah* 3 8 5

. i s .71 .Va .75 .7 a .81 1.04 1.12 1.20 1 2 8 f..'l6 1.44 D1v'dDecl'dpersh°l 1.72

7 5 .  2 5.24 6.95 1 .2 a 5 . 8.25 7 . 6 .76 z oo Cap' Spendng pe: s h Z5 0

14.71 17.75 1a.aa 20.81 22.57 81.81 31.27 82.12 35.00 38.65 Bookvaluepersh 40.85

1 8 5 9 20.29 20.38 20.52 28.48 3 0 .0 0 ICo rn m o n  S h so u tst 'g

21 2  . s 1  . 2 10.8 15.1 18.8 82.7 47.8 30.0 s w a g sure .AvgAnnlplERaTlo 23.0

L a s 1.80 1.37 .5 9 .84 .82 .95 1.77 2.55 1.56 v L a w Relatlye p;E Ra1I0 1.30

2.9% 3.0% 2.7% 2 8 % 2 5 % 2.0% 1.9% 1.9% 1.9% 2.0% a l l Avg Ann'IDIvdyldd 2.1%

239.0 261.5 276.9 319.7 305.1 389.7 8 8 9 2 S 9 7 1 420.5 554.5 5 8 5 615 Revenues($mlll) 6 6 5

20.9 22.3 23.5 51.8 37.9 52.8 5 9 2 38.8 88.7 61.5 62.0 8 0 .0  Ne tp fo f l t  $ m l l I 110

41.1% 88.7% 38.1% 38.8% 88.7% 20.6% 25.3% 12.0% 21.0% 21.5% In¢0l16T8XRalB 21.0%

. . . . . . . . . 2.0% 1.6% 1.5% 1.5% A Fuoc %10ne¢pr¢un 1.5%

56.8% 55.0% 51.1% 61.5% 49.8% 50.7% 48.2% 52.7% 59.1% 58.4% 53.6% 51.0% LongTem1 nehmam 88.0%

43.4% 45.0% 48.9% 48.4% 5 0 2 % 49.3% 51.8% 67.3% 40.9% 41.5% 46.5% 49.0% Comm0nE . Ratio 62.0%

607.9 610.2 656.2 744.5 784.6 8 5 5 0 894.3 1320.7 2173.6 2204.7 2250 2250 Imai CapilaI($milI) 1976

756.2 831.8 898.7 963.0 1088.8 1148.4 1239.3 1 3 2 8 8 2206.5 2884.9 2450 2505 Netp1ant($mlll) 2775

4.9% 5.0% 5.0% 0.3% 5.3% 7.4% 7.9% 3 9 % 2.5% 4.0% 3.6% 4.0% Rdum on Totdca 1 a u x

7.9% 8.1% 7.8% 14.4% 9.9% 12.8% 4.4% 4.3% 6.7% 5.0% 70% RdumunShr.Equlty 9.0%

7.9% 8.1% 7.8% 14.4% 9 8 % 12.8% 4.4% 4.8% 6.7% 6.0% arm Railumon Com u 9.0%

3.1% 3.8% 2.8% 10.2% 5.7% 8.8% 8 2 % 1/8% .5 % 2.7% 2.0% w s R e t a l n e d t o C o m E q 4 5 %

5 1 % 59% 6 2 % 29% 42% 8 1 % 36% 00% 8 8 % 5 9 % 66% 54% A IIDiv 'ds1ona1pw r f 4 7 %

BUSINESS: SJW Group engages  In the producion, purdtase, wi th  Co m e ct l cu t  Wa te r (1 0 /1 9 ) wh i ch  p ro vi d e s se rvi ce  to  a p p ro x.

storage, puridcaticn, distribution. and retail sale of water. It provides 138.000 connections with a lord population of 450000 people. Has
wa te r se rv i ce  to  a p p ro xi m a te l y 2 8 1 0 0 0  co n n e ct i o n s vvl th  a  to ta l 861 emproyeea Officers  and directors  own 8.8% or outs tanding
population cf roughly one million people in the San Josearaa and shares (3121 proxy). Chairman a CED Eric Tnomb urg. In

16,000 connections that raanh about 49,000 roddonts in the region oorporated: Callomia. Addrossc 110 West Taylor Street, San Jose
betw een San A ntonio and A us tin, Texas . The company  merged CA 951t0.Telephone. (408)279-7800. Internet: www.8jwater.oom.

SJ W Group unve i led r a t he r tep id water supply for SJW's Texas o p e r a t i o n s .
bot tom- l ine guidance f o r 2 0 2 1 . M a n- Further out, we would not be surprised to
age  rent r e c e n t l y forecasted e a r n i n g s see SJW Group explore additional bolton
guidanc e betw een $1.85 and $2.05 a  s hare , acquisi tions.
largely due to limited available surface Business prospects out to 2024-2028
water at its  treatment plants as a result of  are bright, in our view. Residential
insuf f icient rainfall. Reflecting on the water consumption ought to markedly ac-

were celerate amidst an improving economic
as a backdrop. In addition, commercial water

plck up considerably
a lid subseguont to the rollback of most of Cdi

fornias COVID-19 restrictions. All in all,
operations are

We well positioned for sustainable growth over

upper
Looking toward

was valued
around mi ll i on,  and i s set to add 280
new service connec tions and inc rease the

(A) Diluted earnings. Exdudes nonrecurring .nayndadddielo rounding. c
losses: 05 $1.09. 06. 81836; 08. $1 .22; '10, Pnld special dvdend 01 $0.17 pershare on
$0.46. GAAP awwnting a s . i / 1 7 .
eamkmgs report due ea y August. Quarterly veslmerd plan available. (E )Su sp e n d e d  d u e  to re ce n l  CT WS m e rg e r.

o 2021 Value un6. lm. Al l  ri ghts lES8V9d. Fawn mF\!9l iBI b rnlal rrea
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY mraoas OR ourssaons HEREIN. rhpuuuauun Is slrlcly Ra subsaibers 0Wf\» noneummerdal Inward use.
dnmayhe reproducedlaso1dslaredu1ransrnlnsdlnnnyprh1eddeuronizorolwrlomtoru lorgenaratrngornartretnganyprruadordedrcdc puulhanon. sslvlcaorpnadua
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MARKET CAP: $800 mlllon (Small Cap)

CURRENT pos row 2019 2020
(ll!llLI..)

C85 Assets
Accounts Receivable
Inventory (Avg. C081)
Other
Current Assets
Accts Payable
Debt Due
Other
Current Llab.

41.0

4.0
9.4
34
6.5
5.3

15.2

8.0%
3.5%

6.5%
6.0%

5.5%
4.0%

: .

:

4

53.
54
56

FLII
Year

1.04
1.11

2020 12.9 13.3 14.3 18.4
2021 13.1 13.5 14.4 13.5

15.0

Cal. EARNDIGS PER SHARE A
endaf Mar.31 Jun.30 Sep.50 Dec.31

.29
.28 .28
.32

2021 .28 M .37 .36

; Year

on initiating
as total return potential
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.4 2 .45 .48 .49 .51
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4.86 5.B4 5.97 8.14 6.92

11.2 11.27 1.37
28.8 51.2 30.3 24.8 21.9
1.40 1.88 1.61 1.48 1.46
2.9% 2.5% 28% 3.5% 3.8%

CAPITAL STRUCTURE as of a/s1/21
Total Deb! $122.1 mill. Due In 5 Yrs $42.5 mll.
LT Dsbl $122.1 mm. LT Imereal $5.5 ml[.

12.4

Past Esau'18zo quarter results. Revenues of $13.1 mil and pipe and service line repairs. A11

do customer base expan- its growing customer base.
increase water The

March-period earnings of $0.28 per share
Cal

endar Maf.31 Jun.30

11.6 b y

over, as the economic

Cal nuAmEr1v DWIDENDS PAID B
ender l\ lar.31 Jun.30
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2018
2019

%TOL RETURN Sm
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a .mM" .11 104.5
2 0 1 7 @VALUElINEPUB.LLC 4 2 6

8.18 a21 8.27 8.58 s.es a.7o 3.77 8.74 420 4.95 Revenues per sf a m
1.09 1.12 1.19 1.36 1.45 1.42 1.53 1.58 1.95 2.10 "Cash Flow"persh 2.46
.71 .72 .76 .89 .g7 .92 1.01 1.04 1.35 1.40 Eamlngspefsh A 1.s5
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BUSINESS: The York Water Comply Is the oldest Investorowned hues; eornmemial and lnduslrlal (26%); cher (8%). 11 also provides
regulated water ulllrly In the United States. 11 has operated cumin sewec billing services. Incorpnmled PA. Yorick had 108 fueltime et
uousiy since 1816. As of December 81, 2020, the companys aver ployees al 12/31/20. PresldenVflhlel Execullva Olfican J.T. Hand.
age daily availability was a5.e million gallons and its service lerri Clliccrs/dreclors own 1.8% of the common block (3/21 proxy). Ad

. . tory had an estimated populsllon of 202.000. Has morelhan 72,650 dress 1a0 East Market Street. York Pennsylvania 17401. Tele
a s customers. Resldentid customers accounted for 66% of 2020 reve phone: (717) 8458601. lnlemet: www.yorkwa1er.com.
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told,

80% lion came in roughly on par with our ex- these improvements are vital to support
. driven

com.pony's operations should
prove resilient over the pull to mid
deeade. Periodic rate hikes are likely in
the cards, as York is apt to recoup a por

.a0 D8c.31 Year overyear decline can be attributed to a son of its abovementioned capita] invest
raising customer prices. More-

recovery picks u
steam, both commercial and residenlja

, water usage ought to follow suit. Further
$0.35 per share, underpinned by lower customer base expansion is likely, too.

York Water is pegged to mirror the
broader market averages over the

Based on management's latest com- coming six to 12 months (Timeliness:
mentaryg relatively aggressive capital The stock etched a lief highwater
spending is on tap through the end of mark in early June, but has given back

most of its gains in recent sessions. 'lb
that end, with limited catalysts on the ho-
rizon, York shares do not stand out; for the

improvements and replacements. Over the year ahead. Moreover, patient subscribers
should probably hold off a

merits made in the recently ended June position here, out
period, the company intends to spend up- to 20242026 is unentficing at the current
wand of $26 million on water main up- notation.

lficholas R Patrikis Judy 9,2021
C sFlnandal Siren lh B+
5..'2l3%"8C»¢ Stability 9 B0
Price Growth perslsioncs 70
Earnings Predlciablllly 100
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g8g°gg,8 4.5% 4.5% 4.0% Iarly in the residential arena. On point,
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2018 12.0 127 12.1 48. nonrecurring life insurance gain in the merits
2019 11.8 18.0 127 101 st first quarter of 2020. For the recently

ended June period, we look for a
2022 13.5 137 120 noteworthy bottom-line improvement to

taxes due to higher applicable deductions
and increased consumer consumption.
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2019 .22 .35 3 ) .
2020 .31 .88 .28 1.27

1.35 2021 I n the Srst. three months of the year
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Full son expenditures, including infrastructure.30 Dec.31
next two quarters, in addition to invest-

.was .1733 .1783 .1802 .70
2020 .1802 .1802 .1a02 .1874 Ja

2o21 .1874 .1874 g r a d e s ,  t h e  c o m p l e t i o n  o f  a  w a s t e w a t e r

(A) Diluted earnings. Next earrings report dun (C) In millions a@usled for split.
88flBAl USt.
03) lvi ends hlstorlcalg paid h late February,

ryeSeplomberand acemtasr.
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+1.78%+1.64
EPS Rev ls lons Current Qtr. ( jun 2021) next Qtr. (Sep 2021) Current Year (2 0 2 1 ) Next Year (2022)

SIW Group

c w r 6 4 . 9 0

Calif omla Water Service Group

A W R 9 3 . 8 5

American States Water Company

Up Las t  7 Day s N/A N/A N/A N/A
Recommendation Trends >

hé

1/2https://fnance.yahoo.com/quoteNORWlanalysis?p=yoRW



9/1/2021 YORW 53.09 1.52 2.95% : The York Water Company - Yahoo Finance

screeners MarketsYahoo Finance Plus D by It freeylf inonce*

1ri1)A

Flnanee Home watdllIsts My Portfolio

Up Last 30 Days N/A

News

8

Down Last 7 Days N/A N/AN/A N/A 2 2
2

Down Last 30 Days N/A N/A N/A N/A
1

Strong Buy

8UY

Hold

Underperform

Sell1
1
Y

Zuni94

YORW
I

1.1.sap Soo 4Growth Estimates 5eclor(s)industry
Jun JU! Aug Sep

Current Qtr. N/A N/AN/A N/A
Recommendatlon Rating >

8.30%Next Qtr. N/A N/A N/A
2
v

Current Year 2.40% N/A N/A N/A
5

Sell
a

Hold
2

Buy
Nex! Year 230% N/A N/A N/A

1
Strong

Buy

4
Under
perform

4.90% N/A N/A N/A Analyst price Targets (1) >
Next S Years (per
annum)

4.20% N/A N/A N/A
Past 5 Years (per
annum)

Average 55.00

O
High 55.00Lcaw 55.00

Current  53.09

Upgrades & Downgrades >

3/13/2019
I . :Downgrade nemeyIcapltal Buy to

InItIated 1/18/2019Jan fey Capital: to Buy

Hllllard Lyons: Neutral to
Dow 4 22 016

regrade Underperform I  / 2

Maintains Baird: to Neutral 3/9/2016

Maintains Baird: to Neutral 3/18/2015

Upgrade
Hllllard Lyons: 3 1 z ol s
Underperform to Neut ral  /  2/

More Upgrades & Downgrades

Advertise with us

Data Disdalmer Help Suggestions

Privacy Dashboard

Privacy (Updated) About Our Ads Terms
(Updated) Sltemap

at f in
© zo21 Verizon Media. All rights resewed.

2/2https://finance.yahoo.com/quoteNORW/analysls?p=YORW
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Surrebuttal Schedule JAC 3
Page 1 of 4

EPCOR Water Arizona Inc. San Tan Water and Wastewater Districts
Test Year Ended December 31, 2019
Docket No. WS02987A200025

PROXY GROUP -_ DIVIDEND YIELD

(A) (E)

M
$1 .34

$2.41

$1.00

$1 .04

$0.92

$1 .09

$1.a6

$0.75

(B) (C) (D)
June 2021 August 2021

4 9 8 l_=_cM Averaqe

$92.76 $78.46 $85.61

$185.24 $153.33 $169.29

$51 .42 $45.67 $48.55

$42.00 $35.90 $38.95

$65.99 $55.21 $60.60

$112.99 $80.48 $96.74

$70.88 $62.83 $66.86

$52.97 $44.32 $48.65

Yield

1.57%

1.42%

2.07%

2.68%

1.52%

1.13%

2.03%

1.54%

Line
M Proxy Group Companies

1 American States Water Co.

2 American Water Works Co., Inc.

3 Essential Utilities, Inc.

4 Artesian Resources Corp.

5 California Water Service Gp.

6 Middlesex Water

7 SJW Group

8 York Water Company

g 1.74%Average

References:

Column (A) - Value Line Investment Survey (July 9, 2021 )

(Reflects annualizatlon of most recent quarterly dividend)

Columns (B), (C) and (D) - Yahoo Finance

h ://finan e. h o.com



Surrebuttal Schedule JAC - 3
Page 2 of 4

EPCORWater Arizona, Inc. - SanTan Water and Wastewater Dlstriets
Test Year Ended December 01, 2019
Docket No. WS~02987A~20-0025

PROXY GROUP ul PER SHARE GROWTH RATES

Llno
M Proxy Group Companies

5Year Compound Average Annual
Hlstodcal Growth. 20152019

EPS DPS muse A018599

6Year Compound Average Annual
Projected G rowth, 2018-2024

§£§ DP gyg§ Vera

4

5.5%

8.0%

N/A

8.5%

a.0%

12.5%

N/A

6.5%

6.0%

8.0%

9.5%

5.2%

5.7%

8.5%

11.3%

4.7%

5.0%

4.5%

11.5%

4.0%

5.0%

8.0%

12.5%

4.5%

7.5%

11.5%

7.5%

3.0%

4.0%

5.0%

10.0%

4.0%

9.5%

8.5%

7.5%

NIA

6.5%

5.5%

B.0%

8.0%

8.5%

8.5%

10.0%

N/A

6.5%

4.5%

13.0%

5.5%

5.6%

5.0%

6.5%

N/A

3.0%

2.5%

4.5%

4.0%

7.2%

7.3%

8.0%

NIA

5.3%

4.2%

7.8%

5.5%

1 American States Water Co.

2 American Water Works Co.

3 Essential Utilities, Inc.

Medan Resources Corp.

5 Califomla Water Service Gp.

6 Middlesex Water

7 SJW Group

8 York Water Companv

9 Avers e 7.34% 6.48%

R6f6fGlIC9I
Value Llne Investment Survey (July 9, 2021 )
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Surrebuttal Schedule JAC 3
Page 4 of 4

EPCOR Water Arizona. Inc. San Tan Water and wastewater Dlstricts
Test Year Ended December 31 , 2019
Docket No. WS-02987A-200025

GROUP-DCFANAL

(C)(B) (E)(0) (G) w

Frolaatnd
Par Shan DCF

Growth Raton

Ilslorlonl
Por Shan

GroMh Run
Una
M ' z¢9n¢9n¢ln.c=mnlnm

Avorqqo
Dlvldend
Gwmh

(A )

C uno no
Dlvldan d

Yl0ld

L8nLEnx

Hhlorlc
Reienllon
Q 9 Pldkdod

Rolnnilon
§zmnah

(F)
van>ol Fln.

Pro] add
5Ylll EPS

owl

(H)
Expantnd
DMMM

Ytold
u m. . Bl!!!

1
2
a
4
5
B
7
a

1.8%

1.4%

2.1%

2.7%

1.5%

1.1%

2.0%

1 .5%

5.B%

4.0%

3.0%

3.7%

4.1%

5.3%

4.4%

4.0%

5.3%

5.0%

3.0%

NIA

5.0%

8.0%

3.3%

4.8%

7.2%

7.3%

8.0%

N/A

5.3%

4.2%

7.8%

5.5%

6.0%

8.0%

9.5%

5.2%

5.7%

8.5%

11.3%

4.7%

6.1%

6.6%

6.0%

4.3%

8.4%

6.3%

8.8%

4.8%

8.30%

8.60%

6.40%

4.00%

11 .70%

2.70%

7.00%

4.90%

American States Water Co.

American Water Works Co. lm

Essential Utilities Inc.

Nleslan Resources

callfomla Water Service Group

Middlesex Water

SJW Group

York Water Company

1.6%

1.5%

2.1%

2.7%

1.6%

1.2%

2.1%

1.B%

7.7%

8.1%

8.1%

7.0%

7.9%

6.5%

8.9%

6.4%

e Mean 4.28%1.74% 7.34%4.64% 6.48% 5.78%6.46% 1.79% 767%

10 Medan 1.55% 5.00%4.05% 7.00% 7.17% 8.05%6.85% 150% 7.83%

6.44%6.07% 8.27% 8.24%11 CompositeMean 7.57%m m

5.85% a.7s°/.8.60%6.80% 7.95%12 Composi!9Median 7.64%

DcwnloededSo ember 1 2021

Refer s

Column [A] :Schedule JAC a. page a of 4
Column [B] : Schedule JAC a. page 4 of4
Column [Cl : schedule JAC 3 page 4 of 4

Column [DI and Column (El : Schedule JAC 3. page 2 of 4
Colurrln [H : See yahoo Finance GrovAh Estimates Next 5 Years See Attachment 7
Cdurnn [G] : Average Columns [B] through [F]
Column [H] : Column [Al ' (1 4 (Column (G] (0.5)))
Column or : Cdunm [G] + Cdumn lH1
Note: Low and hlgn values for each base (mean I composite mean. and median /composlle median) ale hlgltlghled.



EPCOR Water Arizona, Inc. - San Tan Water and Wastewater Districts
Test Year Ended December 31 2019
Docket No. WS-02987A~200025

Schedule JAC - 4
Surrebuttal
Page 1 of 2

CAPITAL ASSET PRICING MODEL nu PROXY COMPANY COST RATES

[B][A]
Risk Free

Rate

[C]
Risk

Premlum

[D]
Beta X

Risk Premium

Une
M

[E]
CAPM
Rates

1

2

3

4

5

6

7

8

1.93%

1.93%

1.93%

1.93%

1.93%

1.93%

1.93%

1.93%

0.65 x

0.85 x

0.95 x

0.75 x

0.65 x

0.70 x

0.80 x

0.85 X

7. 43%

7. 43%

7.43%

7. 43%

7. 43%

7. 43%

7. 43%

7. 43%

4.83%

6.32%

7.06%

5.57%

4.83%

5.20%

5.94%

6.32%

5.76%

8.25%

8.99%

7. 50%

6.76%

7.13%

7.88%

8.25%

Proxy Group Companies

American States Water Co.

American Water Works Co. Inc.

Essential Utilit ies Inc.

Artesian Resources Corp.

California Water Service Gp.

Middlesex Water

S JW  G roup

York Water Company

8 9 7.69%Average

1 0 Median 7.69%

11
12

1 3

14

2.09%

1.87%

1.83%

1.93%

20 year Treasury Bonds

June. 2021

July, 2021

A u g u s t  2 0 2 1

A ve r a g e

15 RUCO Risk-Free Rate 1.93%

RE F E RE NCE S

Column [A]: United States Treasury Department - Attachment 2

httns://www.treasury.gov/resourcecenter/datachartcenter/interestrates/Paees/TextVlew.aspx?da\a=yleldVear8¢vear=2021

Column [B]: Value Line Investment Survey (July 9, 2021) - See Attachment 1

Column [C]: JAC 4. Page 2 of 2

Column [D]: [B] ' [C]

Column [E]: [A] + [D]



EPCOR Water Arizona, Inc. San Tan Water and Wastewater Districts
Test Year Ended December 31, 2019
Docket No. WS02987A-20-0025

Schedule J AC 4
Surrebuttal
Page 2 of 2

STANDARD & POOR'S 500 COMPOSITE
20-YEAR U.S. TREASURY BOND YIELDS

RISK PREMIUMS

[A] [C][B]

EPS ROEBVPS

[E]
RISK

PREMIUM

[D]
20YEAR
TBOND

$12.33
$14.86
$14.82
$15.36
$12.64
$14.03
$16.64
$14.61
$14.48
$17.50
$23.75
$22.87
$21 73
$16.29
$1886
$21 .89
$30.60
$33.96
$38.73
$39.72
$37.71
$48.17
$5000
$24.70
$27.59
$48.73
$58.55
$69.93
$81 .51
$66.18
$14.88
$50.97
$77.35
$86.95
$86.51
$100.20
$102.31
$86.53
$94.55
$109.88
$132.39
$139.47
$94.13

$79.07
$85.35
$94.27
$102.48
$109.43
$112.46
$116.93
$122.47
$125.20
$126.82
$134.07
$141 .32
$147.26
$153.01
$158.85
$149.74
$180.88
$193.06
$216.51
$237.08
$249.52
$266.40
$290.68
$325.80
$338.37
$321 .72
$367.17
$414.75
$453.06
$504.39
$529.59
$451 .37
$513.58
$579.14
$613.14
$666.97
$715.84
$726.96
$74029
$768.98
$807.04
$841.26
$892.65
$937.14

Line

M
1
2
3

4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

15.00%
16.55%
15.06%
14.50%
11.39%
12.23°/o
13.90%
11.80%
11.49%
13.42%
17.25%
15.85%
14.47%
10.45%
12.22%
13.24%
16.37%
16.58%
17.08°/o
16.33%
14.62%
17.29%
16.22%
7.44%
8.36%

14.15%
14.98%
16.12%
17.03%
12.80%
3.03%

10.56%
14.16%
14.59%
13.52%
14.49%
14.18%
11.79%
12.53%
13.94%
16.06%
16.09%
10.29°/o

13.71% 7.10%
7.69%
5.09%
2.95%
2.11 %
1.85%
2.16%
0.55%
2.51 %
5.50%
8.28%
7.04%
6.28%
2.23%
4.96%
6.07%
9.78%
8.98%
10.90%
9.69%
8.79%
11.72%
9.72%
1.91 %
2.77%
9.35%
9.96%
11.43%
12.35%
7.94%
-1 .42%
7.09%
9.91 %
10.77%
11.06%
11.61 %
10.77%
9.24%

10.23%
11.29%
12.95%
13.69%
8.87%
1.43%

7.90%
8.86%
9.97%
11 .55°/o
13.50%
10.38%
11.74%
11.25%
8.98%
7.92%
8.97%
8.81 %
8.19%
8.22%
7.26%
7.17%
6.59%
7.60%
6.18%
6.64%
5.83%
5.57%
6.50%
5.53%
5.59%
4.80%
5.02%
4.69%
4.68%
4.86%
4.45%
3.47%
4.25%
3.82%
2.46%
2.88%
3.41 %
2.55%
2.30%
2.65%
3.110/1
2.40%
1.42%
6.28%

Year

1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

Average

(Al:
[B];
[012
[Dir
[E11

Diluted earnings per share on the S&P 500 Composite Index.
Book value per share on the S&P 500 Composite Index
Average of current- and prior year [B] / current year [A].
Annual income returns on 20-year U.S. Treasury bonds.
[C] - [D]
Sources for [A] and [B]:
Standard a. Poors 500 Eamings and Book Value Per Share:
https://ycharts.com/indicators/reports/sp 500 earnlnes
httos://vcharts.com/indicators/sando 500 book value her share

Source for [D]: Morningstar 2015 Classic Yearbook (Table A-7) and
U.S. Department of the Treasury
https://www.treasun.gov/Pages/default.asnx
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EPCOR Water Arizona, Inc. - San Tan Water and Wastewater Districts
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Schedule JAC - 6
Surrebuttal
Page 1 of 7

ECONOMIC INDICATORS

Year
ReaI GDP
Growth

Consumer
Pdcelndex

Producer
Pdcelndex

L ine

M

1
2
3
4
5
6
7
8

1975
1976
1977
1978
1979
1980
1981
1982

1 .1%
5.4%
5.5%
5.0%
2.8%
0.2%
1.8%
-2.1%

7.0%
4.8%
6.8%
9.0%

13.3%
12.4%
8.9%
3.8%

6.6%
3.7%
6.9%
9.2%
12.8%
11 .8%
7.1 %
3.6%

g
10
11
12
13
14
15
16
17

4.0%
6.8%
3.7%
3.1%
2.9%
3.8%
3.5%
1.8%
-0.5%

1983
1984
1985
1986
1987
1988
1989
1990
1991

3.8%
3.9%
3.8%
1.1%
4.4%
4.4%
4.6%
6.1%
3.1%

0.6%
1.7%
1.8%
-2.3%
22°/o
4.0%
4.9%
5.7%
-0.1%

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

18
19
20
21
22
23
24
25
26
27

3.0%
2.7%
4.0%
3.7%
4.5%
4.5%
4.2%
3.7%
4.1 %
1.1%

2.9%
2.7%
2.7%
2.5%
3.3%
1.7%
1.6%
2.7%
3.4%
1.6%

1.6%
0.2%
1.7%
2.3%
2.8%
-12%
0.0%
2.9%
3.6%
-1 .6%

2002
2003
2004
2005
2006
2007
2008
2009

28
29
30
31
32
33
34
35

1.8%
2.8%
3.8%
3.3%
2.7%
1.8%
-0.1%
2.5%

1.2%
4.0%
4.2%
5.4%
1.1%
6.2%
0.9%
4.3%

2.4%
1.9%
3.3%
3.4%
2.5%
4.1%
0.1%
2.7%

36
37
38
39
40
41
42
43
44
45
46

1.5%
3.0%
1.7%
1.5%
0.8%
0.7%
2.1 %
2.1%
1.9%
2.3%
1 .4%

4.7%
6.9%
1.6%
0.8%
1 .2%
-4.3%
-1 .4%
3.3%
3.4%
0.4%
-1 .5%

Industrial Unemploy
Production re nt

Growth M
1975 - 1982 Cycle

-8.9% 8.5°/o
10.8% 7.7%
5.9% 7.0%
5.7% 6.0%
4.4% 5.8%
-1 .9% 7.0%
1.9% 7.5%
~4.4% 9.5%

1983 - 1991 Cycle
3.7% 9.5%
9.3% 7.5%
1.7% 7.2%
0.9% 7.0%
4.9% 6.2%
4.5% 5.5%
1.8% 5.3%
-0.2% 5.6%
-2.0% 6.8%

1992 - 2001 Cycle
3.1 % 7.5%
3.4% 6.9%
5.5% 6.1 %
4.8% 5.6%
4.3% 5.4%
7.3% 4.9%
5.8% 4.5%
4.5% 4.2%
4.0% 4.0%
-3.4% 4.7%

2002 - 2009 Cycle
0.2% 5.8%
1.2% 6.0%
2.3% 5.5%
3.2% 5.1%
2.2% 4.6%
2.5% 4.6%
-3.5% 5.8%

-11 .5% 9.3%
Current Cycle

2010 2.6% 5.5% 9.6%
2011 1.5% 3.1% 8.9%
2012 2.3% 3.0% 8.1%
2013 1.8% 2.0% 7.4%
2014 2.3% 3.0% 6.2%
2015 2.7% -1.4% 5.3%
2016 1 .7% -2.2% 4.9%
2017 2.3% 1.3% 4.4%
2018 2.9% 3.2% 3.9%
2019 2.3% 0.8% 3.7%
2020 3.4% -7.2% 8.1%

Source: Council of Economic Advisors. Economic Indicators, various issues.
https://www.qovinfo.qov/apo/collection/econi/2020
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E C O NO MIC  IND IC ATO R S

Industrial
Production

Growth

Real
GDP'

Growth

Unemploy
r e n t
Rate

Consumer

8£!9£1N§§2S

Producer
e Index

1.8%
1.3%
3.7%
8.9%

1.9%
0.2%
3.0%
6.0%

2.8%
7.6%
2.8%
13.2%

4.9%
5.3%
6.0%
8.9%

9.6%
14.0%
0.4%
28.4%

5.8%
0.3%
1.4%
4.0%

11 .6%
12.9%
9.3%
4.5%

8.1 %
9.3%
9.6%

10.0%

2.4%
3.2%
2.0%
2.5%

0.4%
9.2%
0.8%
8.8%

27%
6.5%
6.9%
6.2%

1.6%
3.9%
2.8%
2.8%

9.7%
9.7%
9.6%
9.6%

0.9%
1 .2%
2.8%
2.8%

B.5%
2.4%
4.0%
9.2%

1 .5%
2.9%
0.8%
4.6%

6.4%
3.6%
3.3%
4.0%

9.0%
9.0%
9.1%
8.7%

9.8%
3.B%
6.4%
1 .2%

4.8%
3.2%
2.4%
0.4%

2.3%
1 .6%
2.5%
0.1 %

4.5%
4.7%
3.4%
2.8%

8.3%
8.2%
8.1 %
7.8%

3.2%
0.0%
4.0%
0.0%

2.0%
2.8%
9.6%
3.5%

1 .9%
1 .1%
3.0%
3.8%

2.5%
2.0%
2.6%
3.3%

7.7%
7.8%
7.3%
7.0%

2.0%
1.2%
1.6%
1.2%

1 .2%
2.4%
0.0%
0.8%

1 .2%
4.0%
6.0%
2.3%

3.2%
4.2%
4.7%
4.5%

6.6%
6.2%
8.1%
5.7%

1 .6%
3.6%
0.0%
2.8%

0.3%
0.2%
0.0%
0.8%

3.2%
2.7%
1.6%
0.5%

3.5%
1.5%
1.1%
0.8%

5.8%
5.4%
5.2%
5.0%

0.2%
0.6%
0.0%
0.2%

2.3%
1.2%
1 .8%
0.9%

1.5%
2.3%
1.9%
1.8%

1.7%
1 .3%
1.2%
0.1%

4.9%
4.9%
4.9%
4.7%

2.7%
2.2%
1 .5%
0.9%

1.1%
1.0%
1.1%
1.8%

1 .8%
3.0%
2.8%
2.3%

0.6%
2.2%
1.6%
3.5%

4.7%
4.3%
4.3%
4.1%

2.5%
1 .9%
1 .9%

2.1% 3.7%
3.1%
2.9%
3.6%

2.2%
4.2%
3.4%
2.2%

3.5%
3.3%
4.9%
3.9%

4.1%
3.9%
3.8%
8.8%

1.7%
2.3%
1.3%
1.0%

3.2%
3.9%
3.9%
2.5%

2.4%
8.2%
2.8%
1.8%

2.9%
1.1 %
0.2%
0.7%

3.9%
8.6%
3.6%
3.5%

0.2%
0.2%
0.2%
0.2%

0.8%
0.8%
0.1%
0.2%

5.1 %
31 .2%
33.8%
4.5%

-1 .kw%
15.0%
8.7%
4.2%

3.8%
18.1%
8.8%
8.8%

0.2%
3.8%

.1 .8°/o
0.6%

0.1 %
o.1 %
0.4%
0.2%

e.a%
6.5%

1 .7%
14.5%

6.2%
5.9%

0.4%
0.8%

8.9%
11.2%

Llne

NO
1
2
3
4
5
6
7
a
9

10
11
12
1a
14
15
1 a
17
18
19
20
21
22
23
24
25
28
27
28
29
30
31
a2
33
34
as
as
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
B5
68
87
68
89
70

IQ ! !
2008

1st Qtr.
zna Qtr.
3rd Qtr.
4th Qtr.
2009

1st Qtr.
2nd Qtr.
3rd Qlr.
4th Qtr.
2010

1 st QU.
2nd Qtr.
3rd Qtr.
4th Qtr.
2011

1 St Qtr.
2nd Qlr.
3rd QU
44h Qtr.
2012

1st Qtr.
2nd Qlr.
3rd Qtr.
4th Qtr.
2013

1st Qlr.
2n¢r Olr.
3rd Qtr.
4th Qtr.
2014

1st Qtr.
2nd Qtr.
3rd Qtr.
4th QIT.

2015
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2018

1st Qir.
2nd Q¢r.
3rd Qlr.
4(h Qtr.
2017

1st Qtr.
2nd Qtr.
3rd Qtr.
4m Q(r.
2018

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

2019
151 Qtr.
2nd Qtr.
and Qtr.
4th Oh.
2020

1 st Qtr.
2nd Qtr.
Iirrt Qtr.
4th Qtr.

2021
18t Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

*GDp=Gluss Domestic Product
Source: Council of Ecanumlc Advisors. Eoonomlc Indicators. vacuous Issues
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INTEREST RATES

Prime
Rate

US Treasury
T Bills

3 Month

US Treasury
T  Bonds
10 Year

utuny
Bonds

Aaa

Utility
Bonds

A

Utility
Bonds

Baa

Utility
Bonds

Aa
9.03%
8.63%
8.19%
8.87%
9.86%

12.30%
14.64%
14.22%
12.52%
12.72%
11.68%
8.92%
9.52%
10.05%
9.32%
9.45%
8.85%
8.19%
7.29%
8.07%
7.68%
7.48%
7.43%
6.77%
7.21 %
7.88%
7.47%

[1]

Llne

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

Year
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1998
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2018
2017
2018
2019
2020

5.84%
4.99%
5.27%
7.22%

10.04%
11.51 %
14.03%
10.69%
8.63%
9.58%
7.48%
5.98%
5.82%
6.69%
8. 12%
7.51%
5.42%
3.45%
3.02%
4.29%
5.51 %
5.02%
5.07%
4.81 %
4.66%
5.85%
3.44%
1 .62%
1.01 %
1.38%
3.16%
4.73%
4.41%
1 .48%
0.16%
0.14%
0.06%
0.09%
0.06%
0.03%
0.06%
0.33%
0.94%
1 .94%
2.09%
0.37%

7.86%
6.84%
6.83%
9.06%

12.67%
15.27%
18.89%
14.86%
10.79%
12.04%
9.93%
8.33%
8.21%
9.32%

10.87%
10.01 %
8.46%
6.25%
6.00%
7.15%
8.83%
8.27%
8.44%
8.35%
8.00%
9.23%
6.91%
4.67%
4.12%
4.34%
6.19%
7.96%
8.05%
5.09%
3.25%
3.25%
3.25%
3.25%
3.25%
3.25%
3.27%
3.51 %
4.13%
4.96%
5.25%
3.50%

7.99%
7.61%
7.42%
8.41%
9.43%

11 .43%
13.92%
13.01%
11 .10%
12.46%
10.82%
7.67%
8.39%
8.85%
8.49%
8.55%
7.86%
7.01 %
5.87%
7.09%
6.57%
6.44%
6.35%
5.26%
5.65%
6.03%
5.02%
4.61%
4.01%
4.27%
4.29%
4.80%
4.63%
3.66%
3.26%
8.22%
2.78%
1.80%
2.35%
2.54%
2. 14%
1 .84%
2.33%
2.91 %
2.14%
0.89%

10.09%
9.29%
8.61 %
9.29%

10.49%
13.34%
15.95%
15.86%
1 . 6 6 %
14.03%
12.47%
9.58%

10.10°/o
10.49%
9.77%
9.86%
9.36%
8.69%
7.59%
8.31 %
7.89%
7.75%
7.60%
7.04%
7.62%
8.24%
7.78%
7.37%
6.58%
6.16%
5.65%
6.07%
6.07%
6.53%
6.04%
5.46%
5.04%
4.13%
4.47%
4.28%
4.12%
3.93%
4.00%
4.25%
3.77%
3.02%

10.96%
9.82%
9.06%
9.62%

10.96%
13.95%
16.80%
16.45%
14.20%
14.53%
12.96%
10.00%
10.53%
11.00%
9.97%

10.06%
9.55%
8.86%
7.91 %
8.63%
8.29%
8.16%
7.95%
7.26%
7.88%
8.36%
8.02%
8.02%
6.84%
6.40%
5.93%
6.32%
6.33%
7.25%
7.06%
5.96%
5.57%
4.86%
4.98%
4.80%
5.03%
4.68%
4.38%
4.67%
4.19%
3.39%

9.44%
8.92%
8.43%
9.10%

10.22%
13.00%
15.30%
14.79%
12.83%
13.66%
12.06%
9.30%
9.77%

10.26%
9.55%
9.85%
9.09%
8.55%
7.44%
8.21 %
7.77%
7.57%
7.54%
6.91%
7.51%
8.06%
7.59%
7.19%
6.40%
6.04%
5.44%
5.84%
5.94%
6.18%
5.75%
5.24%
4.78%
3.83%
4.24%
4.19%
4.00%
3.73%
3.82%
4.09%
3.61%
2.79%

[1] Note: Moody's has not published Aaa utility bond yields since 2001 .

Sources: Council of Economlc Advisors, Economic Indicators, Merge ft Bond Record, Federal
Reserve Bulletin, various Issues.
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STOCK PRICE INDICATORS
S&PS&P

Dividend/Price
DJIA

NASDAQ
Composit e

S&P
Composit e

Earnings/Pr ice
Ramo
9.1596
890%
10]9%
12.03%
1 a46%
1256%
11.9694
11.6096
&03%
1&02%
812%
609%
54896
801%
14198
a47%
479%
422%
44696
583%
a09%
52498
45796
3A696
317%
363%
295%
292%
38498
489%
53696
57896
52996
354%
L86%
604%,
57794
620%
55798
525%l
459%~
44798
42296
46798
453%l

Ratio
431%
37796
462%
528%
547%
52686
520%
581%
440%
454%
425%
349%
308%
354%
345%
351%
324%
289%
2]8%
282%
256%
219%
117%
149%
125%
115%
132%
151%
117%
112%
183%
187%
186%
237%
240%
187%
189%
224%
244%
194%
285%
248%
187%
180%
183%

U n e

M
1

2

3
4

5

6

7

8

g
10

11

12

13

14

15
16

17

18

19
20

21

22

23

24

25
26

27

28

29

30

31

32
33

34

35

36

37

3 8

39
40

41

42

43

44

45

46

Year

1975

1976

1977
1978

1979

1980
1981

1982

1983

1984
1985

1986

1987

1988

1989
1990

1991
1992

1993

1994

1995
1996

1997

1998

1999

2000
2001

2002

2003

2004

2005
2006

2007

2008

2009

2010

2011

2012

2013
2014

2015

2016

2017

2018

2019

2020

322.84
334.59
376.18
415.74
451.21
460.42
541 .72
670.50
873.43

1085.50
1,327.33
1,427.22
1194.18
993.94
955.23

1,130.65
1,207.06
1310.67
1,476.66
1220.89
946.73

1139.31
1,268.89
1,379.56
1,642.51
1,930.67
2,061 .20
2,092.39
2448.22
2744.68
2,912.50
3218.50

491 .69
599.26
715.16
751 .65
925.19

1,164.96
1 469.49
1794.91
2728.15
2,783.67
2035.00
1 ,539.73
1 647.17
1 ,986.53
2099.03
2265.17
2,577.12
2162.46
1 ,841 .03
2347.70
2680.42
2965.77
3537.69
4.374.31
4943.49
4,982.49
6,231 .28
7419.27
7936.85

10192.67

802.49
974.92
894.63
820.23
844.40
891 .41
932.92
884.36

1,190.34
1 178.48
1 328.23
1,792.76
2,275.99
2,060.82
2,508.91
2678.94
2929.33
3284.29
3,522.06
3,793.77
4,493.76
5742.89
7441 .15
8,625.52

10,464.88
10734.90
10189.13
9226.43
8993.59
10,317.39
10,547.67
11408.67
13169.98
11 ,252.61
8876.15

10662.80
11 ,966.36
12967.08
14,999.67
16.773.99
17590.61
17908.08
21 741 .91
25045.75
26,378.41
26,906.89

Source: Council of Economic Advisors Economic Indicators, various issues.
https://www.gpo.sov/fdsys/browse/coIlection.acti<
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STOCK PRICE INDICATORS

DJIA

sa.p
Dlvldends lPrlce

Rat io

S8\P
Eamlngs lPrice

Rat io

S&P
om s i

NASDAQ
Compos ite

1350.19
1371.65
1251.94
909.80

2.11%
2.10%
2.29%
2.98%

2332.91
2426.26
2290.87
1 599.64

12383.86
12508.59
11,322.40

8795.61 4.55%
4.05%
3.94%
1.65%

3.00%
2.45%
2.16%
1.99%

809.31
892.23
996.68

1 0a8.70

0.86%
0.82%
1.19%
4.57%

1 485.14
1.731 .41
1985.25
2162.33

7774.06
8327.83
9229.93

10172.78

1121.60
1135.25
1096.39
1 204.00

5.21%
6.51%
6.30%
6.15%

1.94%
1.97%
2.09%
1.95%

2274.88
2343.40
2237.97
2534.62

10454.42
10570.54
10390.24
11236.02

2741 .01
2766.64
2613. 11
2600.91

1302.74
1319.04
1231.12
1225.65

1 .85%
1 .97%
2.15%
2.25%

12024.62
12370.73
11 671 .47
11 798.65

6.13%
6.35%
7.69%
6.91%

2.12%
2.30%
227%
2.28%

1347.44
1350.39
1 .402.21
1 .418.21

6.29%
6.45%
6.00%
5.07%

2902.90
2928.62
3029.86
3001 .69

12839.80
12765.58
13118.72
13142.91

2.21%
2.15%
2.14%
2.06%

1514. 41
1609.77
1.675.31
1770.45

3177.10
3369.49
3643.63
3960.54

14000.30
14961.28
15255.25
15751.96

5.59%
5.66%
5.65%
5.42%

1834.30
1 900.37
1 975.95
2012.04

4210.05
4195.81
4483.51
4607.88

16170.26
16603.50
16953.85
17368.36

2.04%
2.06%
2.02%
2.03%

5.39%
5.26%
5.38%
4.97%

2.02%
2.05%
2.16%
2.16%

4.80%
4.60%
4.72%
4.23%

17806.47
18007.48
17065.52
17.48297

4821.99
5017.47
4921.81
5000.70

2063.46
2102.03
2026.14
2053.17

1 .948.32
2074.99
2161.36
2184.88

2.31%
2.19%
2.13%
2.13%

4609.47
4845.55
5.1f55.06
5309.89

4.20%
4.14%
4.11%
4.22%

16635.76
17763.85
18.36792
18864.77

2.05%
2.02%

5730.36
6087.11
6344.72
6762.93

4.24%
4.29%
4.25%
4.11%

2323.95
2396.22
2467.72
2604.98

20385.12
20979.77
21 8B9.58
23713.18

7250.93
7358.20
7877.47
7192.48

2732.58
2703.16
2850.99
2692.00

4.37%
4.51%
4.47%
5.28%

1.88%
1.92%
1.83%
1.98%

25122.58
24555.52
25613.63
24891 .19

2722. 08
2882.89
2,956.59
3.086.44

4.14%
4.60%
4.46%
4.32%

2.00%
1 .93%
1 .92%
1.88%

7346.37
7874.48
8068.08
8458.48

25151.98
26102.16
26682.54
27566.95

1.80%
2.08%
1.82%

3069.30
2928.75
3321 .62
3554.33

4.50%
3.20%
2.92%
2.51%

26679.05
24542.40
27313.53
29092.58

8808.14
9079.35
10933.61
11949.58

Line

M
1
2
3
4
5
6
7
a
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
BB
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70

2008
1st Otr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2009

1st Qlr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2010

1st Qtr.
2nd Qtr.
3rd Qtr.
4m Qtr.
2011

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2012

1st Qtr.
2nd Qtr.
3rd Qtr.
4m Qtr.
2013

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

2014
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2015

1st QU.
2nd Qtr.
3rd Qtr.
4th Qtr.
2016

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2017

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

201 a
1st Qtr.
2nd Qtr.
3rd Qtr.
4m Qtr.
2019

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2020

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2021

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

Source: Council of Economic Advisors Economic Indicators various issues
hot s: www. o. ov ids s own colllcllon.aclion?collec Cod :
https:/lychans.com/Indicators/so SOD dividend yield
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